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Preface 


Two world wars and a great economic crisis, with their im- 
measurable burden of death and suffering, would seem more 
than sufficient for a single generation. Yet in our day, after 
victory over the fascist Axis, threats of still another war, more 
destructive than the last, again agitate the world 

These periodic outbursts are symptomatic of the funda- 
mental crisis which afflicts our social system Twice did 
imperialist powers seek a way out of this crisis by war against 
the Soviet Union, first in the armed intervention against the 
young socialist republic after World War I and then m the late 
effort of the fascist Axis These aggressions not only met with 
defeat, but multiplied and extended the inner conflicts of 
world capitalism to the point where another global war would 
have revolutionary consequences of a scope that cannot now be 
foreseen 

Instability and war are rooted in monopoly capitalism The 
recent war, itself the product of the fundamental crisis of the 
system, has deepened that crisis It is still too early to define all 
the contours of the postwar period, or to assess the significance 
of every war development But certain changes and tendencies 
stand out clearly 

This book attempts to describe and analyze some of these 
basic tendencies The discussion is largely on the economic 
level Economics and politics, of course, are inseparable, and 
the interaction between them cannot be ignored World politics 
reflects the underlying movement of economic and social forces 
at a given time, and also influences this movement. But the 
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most reliable index to the politics of the postwar era is not to be 
found in <he pronouncement of statesmen, although these often 
throw considerable light on events and influence the movement 
of peoples and classes We must seek the shape of the present 
period primarily in the processes of social change which have 
been advanced by the war, in the shift of power relations among 
the principal monopoly capitalist groups and nations, and in 
the new position of socialism, as represented in the Soviet Union, 
with respect to the rest of the world 
The book is therefore mostly concerned with imperialism, oi 
monopoly capitalism, in its present postwar phase, and with 
the manner m which the war has affected relations among the 
major capitalist powers, as well as between them and the Soviet 
Union Attention is directed to the basic factors, in so far as 
they can be seen at this stage, that determine the internal and 
world positions chiefly of the United States, Britain and the 
•Soviet Un. on after the defeat of Germany and Japan 
Such an investigation, which must necessarily touch upon 
many and varied aspects of world relations, is difficult under 
any circumstances It is especially difficult amidst the present 
flux and fluidity, when events move at a swift pace, and crises 
within nations and between them follow in rapid succession 
The temptation is great to keep enlarging upon a subject that 
IS endless, and to bring into the analysis every new event that 
illuminates the current movement of history But if the work 
was to be kept to reasonable length, and is to serve an imme- 
diate purpose in the pressing struggle for peace and democracy, 
careful selection of material had to be made, and a point in 
time fixed beyond which events would have to pass unnoted 
That point is fixed at the beginning of 1946, when the writing 
was completed Undoubtedly, the reader will miss certain topics, 
and he will also find some aspects not as completely developed 
as he would like. It is hoped that these pages throw some light 
upon the social changes now in progress and help the reader 
understand the principal direction of development 


James S Allen 



L Germany and the Cartels 


A CENTRAL PROBLEM of the peace is to unseat the German 
monopoly capitalists within Germany and unscramble their 
Europiean and world network This is indispensable if the peace 
of Europe and the world is to be safeguarded from a resurgent 
German imperialism. 

In one form or another, this objective was expressed in the 
joint undertakings of the Big Three victor powers during the 
course of the war. The Crimea and Berlin (Potsdam) declara- 
tions formulated common policies for the complete military and 
economic disarmament of Germany, and for the extirpation of 
militarism and Nazism. Decentralization of economic power in 
the trusts and dismantling of the cartel system within Germany 
were among the professed aims of the common undertaking. 

Between the two wars the German trust magnates had 
strengthened their hold over the national economy and had 
come to play a Central role in the world corporate and cartel 
system. Under the Hider Reich, the monopoly leaders became 
the unchallenged overlords of both the state and the economy. 
Practically the whole European economy was brought within 
their corporate structure during the war 

As a result of Germany’s defeat this whole system was weak- 
ened to the breaking point Will German imperialism, now 
crippled and shackled, rise again as it did after the hrst war. 
or IS it now finally doomed to extinction? We do not yet know 
the full answer. It will be supplied from many directions and 
as the result of the interaction of many forces But the obstacles 
which stand in the way of a democratic solution are quite 
apparent. One of these is the system of interlocking interests 
bkween German, British, American and French capital. These 
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connections were built up over many years, but especially in the 
course of restoring Germany as a world imperialist power fol- 
lowing her defeat in the first war. 


1. THE FIRST GERMAN RECOVERY 

German imperialism had been seriously weakened and ex- 
hausted by World War 1. Its very existence was threatened by 
the revolution of igi8. Yet within a decade after her defeat 
Germany had regained her position as the most powerful capi- 
talist country in Europe, and ranked again with Britain and 
the United States as a world power Not only had the internal 
economic base of imperialism been fully restored, but its whole 
political superstructure had been preserved in the form of the 
Weimar Republic. 

This resulted m the first place from the victory of counter- 
revolution in Germany during the early postwar years The 
trinity of Social-Democratic leaders, monopolists and General 
Staff, which defeated the revolution and saved German mono- 
poly capitalism, continued their uneasy alliance in the resulting 
Weimar Republic Behind this facade of democratic institu- 
tions, reaction built up its warmaking industrial base to an ever 
higher level of efficiency, set about methodically to restore the 
armaments industries, and nourished the gathering Nazi move- 
ment. Among the chief instigators and supporters of the Nazis 
were the General Staff officers and high industrialists who 
organized the various freebooter corps which suppressed the 
people's revolts during the postwar years. 

As Gerhart Eisler and his co-authors show clearly in their 
book. The Lesson of Germany: A Guide to Her History, the 
Weimar Republic was the product of the betrayal of the revolu- 
tion of igi8 by the Social-Democratic leaders, and was sustained 
by the reactionary alliance which defeated the revolution. It 
started out with a crushing blow against the Left at home and 
with a foreign policy directed against the Soviet Union. Rather 
than accept a united front with the Communist Party against 
the internal reaction, the Socialist leaders preferred to maintain 
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the Weimar combination which served to cloak more or less 
efEectively the restoration of imperialist Germany. Such a 
Germany became the base for the reactionary stabilization of 
Europe and the isolation of the Soviet Union 

The German restoration was the product not only of internal 
forces. Weakened and exhausted as she was by the war, 
Germany could not again have risen so quickly to a command- 
ing position in world affairs without the active support of the 
Allied Powers The Versailles Peace deprived Germany of 
many important territorial and economic possessions which were 
taken over by the Allies as spoils of war, and some restrictions 
were imposed upon defeated Germany But overshadowing by 
far the measures taken to diminish and circumscribe the 
German power, were the steps taken to restore CJermany to a 
position of power on the continent, as a counter-weight to the 
Soviet Union and as a bulwark against revolution in Europe 

Conflicting interests and tendencies within and among the 
Western powers played their role — such as the British balance- 
of-power policy which sought to set off Germany as against 
France, the struggle between British and American capital for 
shares in German industry, the rivalry between British, French 
and American trusts to take over positions formerly held by 
German capital in Europe and elsewhere The postwar up- 
heavals within the victor powers, the new militancy of the labor 
movements and the widespread support of the socialist revolu- 
tion in Russia played an important part in restraining and 
hindering the new imperialist ventures against the young Soviet 
republic Fully occupied in defeating its own counter-revolu- 
tionaries and the Allied armies of intervention as well, the 
Soviet Union was in no position to play a direct role in post- 
war Europe. 

The Versailles Peace and the League of Nations were based 
not upon the ob|ective of eliminating the German power but 
were directed principally against the Russian revolution. As 
between the two main conflicting tendencies in the West — the 
desire to eliminate Germany as a world imperialist rival and 
the anti-Soviet policy — there could be no doubt as to which was 
uppermost. The restraining of Germany was undertaken simul- 
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taneously with intervention against the Soviets and against the 
postwar revolutions in Europe From the beginning the German 
policy was subordinated to the aim of sustaining the counter- 
revolution. Within a short time, the restraints which had been 
placed upon Germany were rendered ineffective or were entirely 
removed. Instead the rapid restoration of imperialist Germany 
as a bulwark against the Soviet Union became one of the leading 
preoccupations of the Western powers 
Appeasement did not begin with Hitler’s rise to power. The 
policy which booraeranged so disastrously against the Allies 
was deeply rooted in Allied support to the counter-revolution 
following World War I, in intervention against the Soviet 
Union, in the deliberate restoration of imperialist Germany, m 
the counter-revolutionary and anti-Soviet role played by Social- 
Democracy It was the firm conviction of the appeasers and 
their predecessors that a reactionary Germany would move only 
in one direction, against the Soviet Union They failed to 
reckon with the drive for world conquest generated by the very 
forces which they had helped get into power, and the Soviet 
strength which for a time caused even Hitler to hesitate and 
then crushed his invading armies 

The process by which German imperialism was restored with 
the aid of the other capitalist powers is well worth reviewing 
Much has still to be learned from the interwar decades. The 
basic forces which operated to restore imperialist Germany 
before are by no means absent from the current scene. 

It IS sometimes assumed that the greater devastation inflicted 
upon Germany during World War II and the severance <if 
some important areas from the Reich would preclude a re- 
surgence of the German power. It is therefore well to recall 
that the first defeat cost Germany heavily Aside from the great 
loss of manpower, over 13 per tent of the prewar territory and 
10 per cent of the population were lost The ceded territory 
contained 14 6 per cent of the arable area of prewar Germany, 
745 per cent of the iron ore, 68 per cent of the zinc ore, «6 
per cent of the coal production. With the return of Alsace to 
France, Germany lost the world potash monopoly and about 
half her textile plant. She lost the entire Alsace-Lorraine rail* 
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road system and other important communications. Deliveries in 
kind deprived Germany of her navy, most of the overseas mer- 
chant marine, one-fourth of the fishing fleet, one-fifth of the 
river and lake fleet, thousands of engines and railroad cars, and 
other properties. All colonies and many foreign investments 
were lost In addition, there were reparations.* 

These losses never affected the heart of the monopoly power; 
for the basic industrial plant remained and the giant combines 
which controlled the economy were untouched Little heed was 
paid even to the mild Versailles provisions for the dismantling 
of armament plant Instead, with the aid of foreign and 
especially American capital, the war plants were “reconverted”, 
the basic industries renovated and modernized. While British 
industry continued to stagnate and most of Europe remained 
as backward as before the war, German industry reached a new 
height in technical efficiency One position after another was 
rapidly regained The merchant fleet was soon fully restored 
The German banks and combines retook many of their economic 
positions abroad, especially m Europe and including the 
interests which had been sequestered in the United States 
during the war. With the aid of the postwar inflation, by 19x6 
German exports were again at the prewar level, and by igxg 
they exceeded the 1913 level by 34 per cent. 

The runaway inflation which followed the war bears all the 
earmarks of having been thoroughly managed by the big banks 
and combines. In the absence of any important economic con- 
trols by the Allies, the manipulators were able to create new huge 
fortunes and extend the monopolies at the expense of the bank- 
rupt middle class and the starving workers Holding the key 
financial posts in the Weimar Republic, the big money moguls 
were in a position to manipulate the inflation for the purpose 
of ousting the smaller concerns, forcing mergers and amalgama- 
tions, storing up reserves from foreign speculation in the mark, 
and to rid themselves of debt. According to one expert, Ger- 
many was able from 1919 to 19x3 to take care of her trade 
deficit, make reparations transfers, and regain some of her 
foreign holdings from t^e proceeds of the speculation in the 
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mark. Perhaps as much as two-thirds of these operations cost 
her nothing.* 

The period of rapid internal expansion began with the stabi- 
lization achieved under the Dawes plan, adopted in August 
19x4. The reparations policy, particularly as applied under this 
plan, contributed heavily to the quick revival of German 
industry, and laid the basis for the flood of foreign investments 
which soon followed Far from leading to the demilitarization 
of Germany, the reparations policy was designed to speed up 
the German restoration. Payment was to be made in marks 
deposited within Germany, with the result that much of it was 
reinvested by Allied interests in German industry. In addition, 
the Dawes Plan arranged an initial reparations loan to Germany 
of $800 million, and this was soon followed by other loans In 
the period after the inflation, Germany paid most of her repara- 
tions from foreign borrowings and not out of her own resources 
Reparations payments under the Dawes and Young plans from 
September 19S4 to the Hoover moratorium in July 1931 
amounted to almost 11 billion marks, but during the same 
period about 25 billion marks were invested in Getamny or 
loaned to her from abroad. 

The greater part of these credits came from the United States. 
By 1929, foreign loans directly to the German banks had reached 
two billion dollars. During the five years 1925-1929 Germany 
obtained $842 5 million from the United States alone; she was 
by far the heaviest foreign borrower from the United States* 
In addition to these loans, direct foreign investments were 
made by American corporations, including Standard Oil, 
General Electric, General Motors, International Telephone and 
Telegraph, Ford, and Anaconda 

According to one historian, the stabilization "inspired the 
capitalist world with such extreme confidence that Germany 
became as much the principal goal of the capital movement of 
that era as the United States had been in the decades before 
the war.”* 

The economic recovery of Germany occurred on a highly 
developed monopoly base, which had been left essentially un- 
touched by defeat in World War I. As in other leading 
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imperialist powers, on the eve of the war finance capital was 
already strongly entrenched in Germany, and a very high level 
of concentration of production and capital had been reached 
The war brought even greater concentration of economic power. 
In none of the other belligerent countries did the cartelization 
of the economy under the leadership of the giant trusts proceed 
as swiftly as in Germany. Cut off from most foreign sources of 
raw material by the blockade, Germany was forced to depend 
almost completely upon her domestic resources, to rationalize 
her industries to the utmost and to discover new technological 
processes. By the end of the war, the monopolies had become 
closely integrated with the state apparatus. State capitalism 
reached its highest development during the war m Germany. 


*. NEW CARTEL STRUCTURE 

As world capitalism became more or less stabilized after the 
“shock” of the socialist revolution in Russia and the political 
upheaval in Europe, a new cartel structure came into being. In 
large measure it rested upon the recovery of Germany. Many 
of the old cartel ties were resumed and new ones were estab- 
lished between the British, German, French and American 
monopolists. By 19x5 the process was fully under way, reflect- 
ing the greater participation of the American monopolists in the 
European, and chiefly the German, economy. 

As American corporations bought their way into the weakened 
German industry, taking over shares in some of the leading 
trusts, they participated on a larger scale than before the war 
in the new cartel relations. Through German and European 
subsidiaries as well as directly, the American monopolists helped 
recreate the world-wide cartel structure, involving combinations 
and corporate expansions on a scale that far overshadowed the 
pre-war structure. They participated directly in the giant world 
chemical cartel and the international dynamite combine formed 
in 19x5, although the disarmament restrictions of the Versailles 
treaty were supposed to ban the production of war materials in 
Germany. Many other cartels were organized in that and the 
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following year, including the international rail and the 
European steel cartels* 

Through their participation in the cartels and especially their 
domination of the European cartels, and with the co-operation 
of foreign monopolies, the German trusts easily circumvented 
the restrictions of the Versailles Treaty designed to prevent 
rearmament. Even assuming that the Allies were interested in 
completely curbing German war industry, which was actually 
not the case, experience has shown that it would have been 
relatively easy for the German producers to evade the Treaty 
as long as the monopoly and cartel system remained. This can 
be demonstrated by a few examples. 

Three years after the armistice, the cartel pact covering 
military optical goods — including precision equipment such as 
range-finders, submarine periscopes and bomb sights — was re- 
newed between the German firm of Carl Zeiss and the American 
firm of Bausch and Lomb. Zeiss had already established a 
manufacturing subsidiary in Holland called Nedisco to make 
and sell abroad military optical goods. In the new cartel agree- 
ment all markets except the United States were granted the 
German firm, and all foreign orders received by the American 
firm were referred to Nedisco. Thus Zeiss was enabled to main- 
tain production at high capacity, while keeping fully informed 
of the production activities of its American partner, including 
details of the orders placed by the U S Army and Navy. Under 
the pact the heads of the Bausch and Lomb military department 
had to be approved by Zeiss.* 

Through the European Steel Cartel, the Frederick Krupp 
armament combine was able to continue its military production 
abroad. The three big Krupp plants, employing 160,000 men, 

•Within a short time the German steel industry had recovered sufficiently to 
aotninete the Steel cartel Aa the result of a quota system favorable to the 
Germans, the German steel trust soon named control over important of 

the industry in other European countnes Control over the Belgian tniiif , 
f®*" example, was so great that German companiea bought steel at louver prices 
from the Belgian steel producers than the Belgian companies The German steel 
industry was able to raise its production to >9 million tons annually, over double 
the Britirii production, on the eve of World War II Although the United States 
was not formally a member, the export policy of the American steel was 

«M»dinated with that of the cartel, which represented two-fifths of world ateel 
production and live-sixtha of total foreign trade in steel. 
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constituted the biggest armament corporation in the world. 
Under the Versailles Treaty, Krupp submitted to temjxirary 
demilitariration of the German plants. In the meantime, the 
Krupp trust transferred its patents and secret processes to firms 
which It organized or with which it established close financial 
connections m the neutral countries In Holland, Krupp set up 
Sidenus A G , which collected armaments shipped from Ger- 
many and vvhich became the holding corporation for a number 
of Dutch firms working for Krupp (connections were also 
formed with a number of armament in ms in Spain The biggest 
deal was with the Swedish arms firm of Bofors, to which Krupp 
turned over patents in return for a controlling ownership in 
the firm I'hrough Bofors, control was established over a big 
section of Finnish war industry* 

Under the benevolent surveillance of the Allies, Germany was 
able to transfer whole armament plants abroad The Fokker 
airplane works was shipped bodily into Holland, a Dormer 
subsidiary was established m Switzerland, just across the lake 
from the parent company, while Junkers continued to make 
planes through a Swedish affiliate The British Vickers concern 
turned over to Krupp a steel-rolling mill at Miers, Spain, in 
settlement of a patents dispute Submarine construction was 
carried on in the Netherlands through a disguised subsidiary 
of the government yards at Kiel, while a German U-boat ace 
founded a company in Spam to experiment with submarine 
construction.^ 

Of special strategic importance to Germany was the chemical 
cartel By 1925, I G Farben was already exporting explosives, 
under the provisions of the resurrected dynamite cartel Before 
the war, the German trust enjoyed a monopoly even in the 
United States Within ten years after the armistice the German 
chemical interests regained that part of the dye industry taken 
over by the Alien Property Custodian during the war, and 
through a senes of agreements with American producers exer- 
cised a considerable influence over American dyestuff and phar- 
maceutical production The Kilgore Committee estimates that 
German and closely allied Swiss interests came to control directly 
about 40 per cent of United States chemical output.' 
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Congressional hearings and the files of the Anti-Trust Divi- 
sion abound with evidence of how Germany was able to re-equip 
herself for war by utilizing the opportunities provided by the 
international cartels. Much has been written about this, and it 
IS not necessary to go into further detail. Germany was able to 
rearm not only because of the inter-connections of monopoly 
capital, but also because of the anti-Soviet policies which pre- 
vailed in the West. The predominant groups in Britain and 
America, no matter how much they would have liked to keep 
their German rivals in a permanently weakened position, found 
It more important to suppoit a rapid German recovery as a 
safeguard against revolution By 19^9, the world position of 
German imperialism (with the exception of the colonies) had 
been fully restored, and the German monopolies had become a 
cornerstone of the international cartel system. 


3. HITLER AND THE CARTELS 

With the advent of Hitler, the process of concentration and 
monopoly combination was greatly accelerated Domestic carteli- 
zation and forced mergers, in favor of the big banks and trusts, 
became even more than under the Weimar Republic a central 
task of the state apparatus By the end of 1936 all domestically 
produced raw materials and semi-finished goods, and at least 
half the industrial hnished goods production had been cartel- 
ued * The C erman economy was being rapidly transformed into 
a war economy Soon after Hitler came to power, a director of 
one of the big German trusts wrote his American cartel partner: 

With regard to the political situation . . . only one thing 
is very evident, namely, that all forces of administrative and 
economic endeavour such as the different cartels, etc., are 
to be brought into one definite line of endeavour coincid- 
ing, of course, with the policy of the ruling party and that 
individual opinions and utterances will be submitted to 
similar tulc.^” 
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The note of innocent helplessness which the writer permitted 
to creep into his letter should not be taken too seriously. By 
this time few can be found to deny that German big business, 
working with the Junker militarists, supported Hitler and 
hnally put him in power. Yet, it is worth making the point 
again, since the question of whether these same monopolists 
will be prevented from coming back into power, at least in half 
of Germany, is by no means hnally settled. The Kilgore Com- 
mittee Hnds It necessary to emphasize the role of the mono- 
polists in Hiller Germany: 

The role which the cartels played in abetting Hitler's 
seizure of power has been recounted at length both in the 
testimony before the committee and elsewhere Krupp, 
Thyssen, and other powerful figures on the German 
industrial scene provided both financial support and 
political influence for Hitler** 

The committee cites the following statement of Dr. Carl 
Duisberg, former chairman of IG Farben, made in 1931, to 
show how the plan for world conquest was linked with the 
ambitions of German big business: 

The narrowness of the national economic territory must 
be overcome by transnational economic territories . . . For 
a final settlement of the problem of Europe . a close eco- 
nomic combine must be formed from Bordeaux to Odessa 
as the backbone of Europe *’ 

Direct testimony of an American cartelist shows that the role 
played by I G Farben and other trusts in bringing Hitler to 
power was well known at the time in the monopoly circles of 
the United States A representative of the Foreign Relations 
Department of du Pont wrote his chief from Germany on 
March ng, 1939: 

It is a matter of common gossip in Germany that IG. 
is financing Hitler. Other German firms who are supposed 
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to be doing so are Krupp and Thyssen How much truth 
there is in this gossip we are unable to state, but there 
seems to be no doubt whatever that Dr Schmitz [director- 
general of I G ] IS at least personally a large contributor to 
the Nazi party.” 

• 

How much truth there was in the "gossip” was clearly shown 
when Hitler took over The Provisional Supreme Economic 
Council, foimed as soon as the Nazi regime was established, 
included the chief moguls of German finance capital Among 
them were Krupp, the armaments king, Thyssen, steel trust, 
von Siemens, electric industry magnate, Bosch, chemical trust, 
Vogler, steel trust, Diehn, potash king, von Schroeder, von 
Finck and Reinhart, big banks 

All that had been said in the anti-Nazi press m Germany and 
abroad about the close connections between the Nazis and the 
industrial moguls, who also controlled the most important 
financial agencies of the Weimar Republic, was confirmed by 
every honest investigator in Germany after her defeat. An agent 
of the Treasury Department, for example, obtained a written 
statement from von Schnitzler, a top man of I G Farben, 
describing a meeting of leading Ruhr magnates organized in 
Berlin m February 1933, presided over by Dr Schacht and 
attended also by Hitler, at which quotas for the Nazi campaign 
fund were assigned. It has at long last become a part of tho 
historical record, that the Ruhr monopolists met with Hitler in 
1938 at the Industrialists’ Club in Duesseldorf to promise him 
their full support It is on the record now that as early as 1984, 
the steel kings Thyssen and Voegler, and the big banker von 
Schroeder were already financing the Nazi movement The 
cream of the German monopolists is to be found in a list of 43 
industrial leaders whose biographies were compiled by an 
American government agency to show their responsibility for 
Hitlerism.’® All this, and more, was known to the American 
monopolists who invested heavily in German industry and 
made cartel pacts with the Germans. 

Through their key positions in the Hitler state and the 
"community of interests” established between them, the Nazis, 
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and the general staff, the big monopolists extended their control 
of the German economy by government decree. An edict of July 
15, 1953, authorized the Ministry of Economics to enforce 
cartelization among concerns within the various industries and 
trades for the purpose of regulating prices and production 
Outsiders were compelled to ]om and the establishment of new 
enterprises without permission was prohibited In November 
1936, the whole network of trade associations and cartels was 
placed under central government supervision On September 5, 
1939, a few days after the invasion of Poland, the Ministry of 
Economics was empowered to compel combines and mergers for 
the pur|X)se of rationalizing industrial production, pooling 
patents, erecting new plants, promoting exports, etc All German 
business was placed under government — that is, under state 
monopoly capitalist — control. 

“Self-government in industry,” the watchword of the Ameri- 
can National Association of Manufacturers, was enforced by the 
state apparatus All firms were compelled to join the authorized 
trade or cartel association recognized by their government as 
the sole representative of the trade or industry Self-government 
in industry, that is, the complete domination over the economy 
by the trusts and combines, attained its complete political 
fruition in the Hitler state By 1943 the fusion had become so 
complete that the dividing line between the Hitler state appa- 
ratus and the hierarchy of the trusts could hardly be discerned 
Most of the cartels were dissolved and their functions taken over 
directly by the war agencies of the Reich which were staffed by 
the former officials of the cartels 

The highly cartelized economy was geared to war. As the 
German cartelmaster had written his American partner, the 
cartels “were brought into one definite line of endeavour” 
within Germany and abroad Now unchallenged directors of the 
Nazi state, which became their chief instrument of coercion at 
home and abroad, the German monopolists methodically and 
vigorously pursued their aggressive plans. The international 
cartels became an important channel through which they con- 
tinued to strengthen their world economic positions and to 
extend their political penetration abroad. A more effective 
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marriage between monopoly economics and reactionary politics 
could hardly be imagined. All monopoly capital fights for world 
domination, seeking to outdo all competitive national groups of 
finance capital, using whatever political instruments are at their 
disposal But in the complete fusion between monopoly capital 
and the state apparatus represented in the Nazi regime, the 
German cartelmasters possessed a great advantage over their 
British and American rivals I’hey were thus able to increase 
their control over a wide range of strategic industries, princi- 
pally in Europe, and over raw material sources in various parts 
of the world. 

Extension of German economic and political penetration pro- 
ceeded also in the United States From the evidence at its 
disposal, the Kilgore Committee drew the following conclusion 
about the penetration of the German monopolies; 

Under the cover of what appeared to be normal business 
operations, German commercial, financial and industrial 
firms utilized their overseas affiliates as a part of Germany’s 
program of economic warfare against the United States 
These German-Ainerican combinations were effective instru- 
mentalities by which the Nazi government was able to 
supply itself with vital raw materials for its war machine; 
overcome measures taken by the United States Government 
to prevent the dumping of German goods on American 
markets; acquire foreign exchange in the form of American 
dollars with which to purchase war equipment; conduct 
Nazi propaganda in support of American fascist move- 
ments; carry on industrial espionage; and hamper United 
States manufacturing through patent-licensing restrictions.** 

In the main, these specific war aims were sought through 
two channels. One was the network of branch companies and 
affiliates established in the United States, like: Chemnyco, Inc., 
the American intelligence arm of I.G. Farben; the Transmares 
Corp, specializing in providing Germany with strategic war 
materials; the Krupp-Nirosta Corp, succeeding throu gh its 
manipulation of patents in restricting the production of stainless 
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Steel in the United States The other prime channel of this 
activity was the international cartel structure which was used 
advantageously by the Germans to keep informed of the new 
industrial processes developed in the United States, while 
attempting to restrict the American production of strategic 
materials. Shortages of aluminium, beryllium, magnesium, syn- 
thetic rubber, diesel engines and other important war products 
were at least in part due to the restrictions imposed by the 
cartel agreements 

The most effective trust in world operations was the I. G 
Farbenindustrie (Community of Interests in the Dye Industry) 
It is the outstanding product of the German cartel system, 
representing the apex of amalgamation in many interrelated 
industries.* It was reorganized from a relatively loose combine 
in 1916, in the midst of World War I. The six big chemical 
trusts participating in the earlier combine were closely inte- 
grated, and two additional corporations were added It was 
reorganized and expanded in 1925, at the end of the inflation, 
as a preliminary step to participation m the giant world 
chemical cartel Many new additions were made, including the 
major producers of explosives and munitions The absorption 
of many related undertakings continued At the outbreak of 
World War II, IG Farben represented an amalgamation of 
177 German corporations 

By the end of the war, according to the United States War 
and Treasury Departments, Farben controlled 380 German 
firms. Its world organization included over 500 companies in 95 
countries Many additional firms participated in this immense 
network through some 8.000 cartel agreements with Farben. 
I G Farben enjoyed monopoly control or a major influence in 
the following fields dyestuffs, pharmaceuticals, artificial ferti- 
lizers, explosives, petroleum, synthetic rubber, aluminum, 
magnesium, plastics, photographic products, building materials, 

■During the war, it also participated fully in the systematic brutality 
charactcribtiL of the Nazis Farben carried out poison gas experiments on inmates 
of concentration camps, later these gases wen. used to exterminate whole groups 
in camps such as Auschwitz Over 63,000 foreign slave laborers were emploired 
in Farben plants, constituting over one-third of the total labor force (Kilgore 
Committee Hearings, Elimination of German Resources for War, Fart 8, pp 1074, 
1010 .) 
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artificial textiles, specialized machinery and technical equip- 
ment, and numerous other branches of industry” 

The German steel trust, itself a giant monopoly combine, 
was partly owned by I G Farben The dye trust owned many 
of its raw material sources, including coal, and manufactured 
every chemical product used in inudstry and agriculture. While 
maintaining close connections with du Pont through the world 
chemical cartel network, it also had other direct connections 
with American monopolists A very important one was main- 
tained through the American I G Corp, controlled by the 
parent tru«t through a Swiss branch, I G Chemie W C Tfeagle 
of Standard Oil and Edsel Ford were directors of American 
I G In the aluminum field, the German trust also had cartel 
connections with Mellon According to Wendell Berge, I G 
participated in i6i cartel agreements affecting the United 
States *• 

Often It is made to appear that the American monopolists 
were simply the dupes of the German cartelmasters It may be 
true that they were outsmarted in this or that deal But that is 
merely part of the risk involved in playing the cartel game 
Obviously, the American monopolists joined the cartels because 
they expected to profit by them, in the protection of their home 
market as well as in expanding their world positions But it 
would be a serious underestimation of the sagacity of the 
American monopolists to suppose that they were “taken in” 
by the more efficiently co-ordinated German cartel partners 
Not only the German, but also the American and British 
monopolists were following a policy, and not only a “purely” 
business policy As already shown, the American magnates were 
fully aware of the political ties between the Nazis and the 
German monopolies They may have been mistaken in gauging 
the effectiveness of the combination, and in their estimates of 
the German power in relation to the .Soviet Union; they cer- 
tainly underestimated the strength of the anti-fascist movement 
throughout the world aroused by the German threat. But they 
knew quite well with whom they were doing business, and for 
what purpose 

The cartel agreements were an integral part of the general 
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political policy developed in the West during the inter-war 
decades of building up the German outpost against the Soviet 
Union They expressed the underlying inter-monopoly and 
inter-imperialist conflict, but they also expressed agreement, 
though temporary and tentative as all such agreements are, 
among the three leading groups of world monopoly capital 
The agreement could not be maintained because of the inner 
imperialist conflicts, as well as the intervention of the anti- 
fascist and anti-imperialist forces But agreement there was 
Cartel arrangements represent a stage beyond the interplay of 
blind economic f6rces; they are a conscious effort on the part of 
the monopolists to regulate such forces, and therefore they func- 
tion in the realm of high economic-political policy 
The connection between cartels and general political trends, 
as expressed during the inter-war years in the appeasement 
policy, is illustrated very concretely by the Anglo-German 
cartel conference held in Duesseldorf, six months after the 
agreement at Munich and as the German army was moving into 
Czechoslovakia At this conference the Federation of British 
Industries and the Reichsgruppe Industrie (equivalents of the 
National Association of Manufacturers in the United States) 
drew up an agreement providing for the closest co-operation 
between the monopolists of the two countries. One clause of 
the pact declared: 

The two organizations agree that it is their objective to 
ensure that as a result of an agreement between their 
industries unhealthy competition shall be removed Their 
aim is to secure as complete co-operation as possible 
throughout the industrial structure of their respective 
countries. 

Another clause provided that the two central organizations 
would seek the help of their governments in case industry “in 
some other country” should refuse to become a party to the 
agreement and threaten by its competition to annul the new 
cartel pacts As the London Economist pointed out at the time, 
this obligated the British monopoly leaders to ask their govern- 
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merit for subsidies and other aid to help German trade against 
American competitors, the only ones powerful enough to 
threaten and disrupt the new cartel pacts “Is there something 
in the atmosphere of Duesseldorf,“ asked the London financial 
organ, “that causes sensible men to lose their wits?” It could 
have asked the same question about the atmosphere at Berchtes- 
garden or Munich. 

But these men had not lost their wits, although, as events 
have shown, they miscalculated The Duesseldorf agreement 
threatened to change the existing cartel structure in favor of the 
British and German monopolists, and at the expense of the 
American. It was not an empty threat. The statement noted 
that “a considerable number of agreements between individual 
German and British industrial groups are already in existence,” 
and revealed that “a further 50 industrial groups have already 
signified their willingness in principle to negotiate at an early 
date ” It also reported “with satisfaction that negotiations have 
already been started and are now taking place between ten 
industrial groups.” 

This effort to establish a wholesale cartel arrangement be- 
tween the British and German monopolists enjoyed the sponsor- 
ship of the Chamberlain government A month before the 
Duesseldorf conference opened, the President of the Board of 
Trade declared in the House of Commons that the conference 
was organized with the full knowledge and approval of the 
Government, and expressed the hope that it would lead to 
direct negotiations between British and German firms in parti- 
cular industries.’" 

Obviously, the American monopolist leaders could not have 
failed to know in advance of the plans cooked up for Duessel- 
dorf and to appreciate their full implications, especially as these 
threatened their own positions As will be shown later, they 
counted heavily upon the great power of their giant trusts to 
meet the threat of the Anglo-German monopoly combination. 
It can be assumed also that they took counter-steps through 
their direct interests in Germany and their own cartel connec- 
tions. American monopoly capital undoubtedly viewed the 
Duesseldorf development not entirely with disfavor, seeing in 
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it the further development of the anti-Soviet and anti-demo- 
cratic policy, and seme sectors may even have reacted enthusi- 
astically to It But they could hardly be happy about the threat 
to their own interests embodied in an Anglo-German combina- 
tion This certainly is one of the leading factors explaining the 
growing opposition to the appeasement policy in American big 
business and government circles following Munich and Dues- 
seldorf. 


4 GERMAN MONOPOLY DURING THE WAR 

The aim expressed so neatly in 1931 by the I.G. Farben 
chairman to form "a close economic combine from Bordeaux 
to Odessa*’ became the keynote of German policy in the occupied 
and satellite countries of Europe Various methods were used, 
including confiscation of “non-Aryan” concerns, of enemy pro- 
perties and state-owned enterprises; control of the commercial 
banks closely linked with industry, forced sale of enterprises to 
German firms, compulsory mergers with the German trusts, 
creation of new corporations of mixed ownership in which the 
German interests dominated, the buying up of new and forced 
share issues, and just outright robbery. 

Summing up the information at his disposal on German 
control of the European economy during the occupation, 
Antonin Basch writes* 

Changes in industrial property in unprecedented volume 
have taken place, putting the Germans in absolute control 
of industry and banking in the occupied and satellite states 
These changes are more extensive in Central and Eastern 
than in Western Europe They are greatest in Poland, 
followed in due order by those in Yugoslavia, Czechoslo- 
vakia, Rumania, and Austria. In the Western European 
countries the policy and its effects have been the same, 
except that in this region the degree of penetration by 
direct transfer of ownership has been relatively smaller. 
Yet it has been substantial enough in the heavy metallurgi- 
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cal, chemical, and electro-chemical industries, as well as in 
mining and banking, to give Germany a sufficient hold to 
dominate production. The forced cartel agreements have 
completed this German control over industry in occupied 
and satellite Europe. 

According to the same author, extreme carfe was taken from 
the beginning of the occupation “to create such a complex situa- 
tion as to make restoration of the status quo extremely difficult ’’ 
And in all the Na/i financial manipulations, one point stands 
out, “namely, always to give an appearance of legality to their 
actions.”** 

Co-operation was iorthcoming from the German cartel part- 
ners in Europe Before the outbreak of war, the economic 
occupation of Europe by “peaceful” means had proceeded far 
German monopoly capital was already well entrenched in many 
European countries, and during the war the cartelmasters built 
upon this foundation Among their principal political colla- 
borators in preparing the conquest as well as m establishing the 
new fascist order were the big business leaders of the victimized 
countries. 

The extent to which the French co-operated with the German 
trusts IS revealed in a pamphlet by the Communist Party of 
France It describes how after May 1940 French big business 
placed its enterprises at the disposal of the invader, joining in 
many new mergers and combinations with the German trusts 
An outstanding example from the dye and chemical industry is 
La Societe Francolor, which was created in 1941 when the 
Germans took over the French Kuhlmann chemical trust I G 
Farben took 51 per cent of the capital of the new firm, in return 
for which Kuhlmann received shares in IG. Farben and a 
directorship on the new combine The eight leading automobile 
manufacturers combined in the Societe Generale Francaise de 
Construction Automobile which was organized to turn out war 
equipment for the Germans. The French producers declared 
publicly in May 1941 for “the closest collaboration” with 
German and Italian firms in the same industry. Under the new 
combine the auto plants turned to production of standardized 
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equipment for four types of military trucks, voluntarily dis- 
continuing passenger car production, which they had refused to 
do in the winter of 1939-1940 when they were asked to supply 
war material to the French army. 

In the machine-tool, metallurgical, electrochemical, arma- 
ments, lumber, synthetic rubber, textile, artilcial textile. Com- 
munications and other industries, as well as in mining, the 
biggest French producers co-operated with the Germans in 
merging existing hrms and creating laiger combines In the field 
of foreign commerce, the larger farms formed in 1941 Franco- 
Contiiientale d’Impiortation et d’Exportation for the purpose of 
expanding commerce between France and her colonies and 
between Germany and Eastern Europe The four giant French 
banks — Credit Lyonnais, Societe-Generale, Compttoir d’Escompte 
and Banque Nationale Pour le Commerce et I’lndustne — 
formed the Financiere pour le Developpiemente de I’lndustrie 
en France et aux Colonies, for the express purpose of further- 
ing joint Franco-German enterprises Also the capital of the 
large French insurance companies was placed at the service of 
Franco-German collaboration through a new company organized 
by Jacques Guerard, secretary to Laval and himself president of 
an insurance trust 

Directed by the Comites d’Organisation established by the 
Vichy decree of August 16, 1940, the process of concentration 
and fusion hastened the elimination from the French economy 
of the smaller and non-trustified enterprises By January 1943, 
according lO an announcement of the German Military Occupa- 
tion Authority, 10,000 industrial enterprises had been closed 
down by the "rationalization” of the French economy. "It is 
in that way,” comments the author of the French Communist 
pamphlet, "that the National Revolution has signified the crush- 
ing of 80 per cent of the industrialists by the so per cent which 
constitute big business.”” 

The German trusts established their domination over the 
European economy with the same thoroughness with which the 
military and political machines established their rule. This led 
to the expansion of the old super-monopolies and the creation 
of new ones on a vast scale. The Hermann Goering Works, 
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founded m 1937 to exploit mineral deposits of inferior grade in 
Germany, viithin two years became the third largest combine m 
Germany While the voting stock was held by the Reich, the old 
combines shared control of the new giant with Nazi bigwigs 
In time, the Goenng combine came to control directly 198 
companies throughout Axis Europe, and probably shared control 
in at least s8 others By 1941 it controlled the entire Austrian 
and Rumanian iron and steel industry, at least half the iron 
and steel pioduction of Czechoslovakia and Poland, the entire 
copper output of Yugoslavia, about 80 per cent of Sudeten 
lignite, and more than half the shipping on the Danube ** 

Only as more information becomes available will it be possible 
to draw a full picture of the wartime German cartel network in 
Europe. Even then it may not be complete for, as already noted, 
the German monopolists and their partners took great pains to 
"legalize" their transactions and to camouflage as many iS 
possible with obscure and dummy ownership 

In the more highly developed capitalist economies of Western 
Europe, the occupation and collaboration had the effect of 
hastening the concentration of economic power in the hands of 
the trusts, which became more completely integrated with the 
German super-monopolies Also brought into this European 
cartel and monopoly network were the German-dominated com- 
bines, still further expanded during the war, m the so-called 
neutral countries of Spain, Switzerland, Sweden and Portugal 
A preliminary study, which did not yet take into account new 
wartime subsidiaries, revealed that German industry owns or 
controls 617 subsidiaries and affiliates in these four countries 
This does not include controls over additional Arms through 
patent rights and other devices Of the non-European neutrals 
with whom German industry maintained close ties, Argentina 
and Turkey were the most important. At least 100 German 
affiliates in many industrial and commercial fields existed in 
Argentina.** 

In the economically backward areas of Eastern and Central 
Europe, where even before the war industry and important 
sources of raw materials were dominated by foreign capital, the 
Nasi cartelmasters took over entirely most of the non-German 
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interests or through collaboration brought them completely 
under their own control. These areas were treated, politically 
and economically, as “colonies” of the German Reich. 

The complete German domination of Europe, as short-lived 
as it was, represents the very highest stage of monopoly<apitalist 
development, imperialism in its “purest” and most “unadul- 
terated” form “The political superstructure of monopoly capi- 
talism,” Lenin wrote in 1916, “is the turn from democracy to 
political reaction.”^' Europe under Nazi domination represented 
that turn completed, carried out methodically and furiously to 
a culmination. 

Not only in Euorpe, but also in areas under the domination 
of the United Nations did the German cartelists extend their 
penetration even during the war One instance, cited by the 
Kilgore Committee, is the success of the German steel trust 
(Stahlverem) in maintaining supremacy in the expanding South 
American market. It was able to do this by filling orders with 
steel manufactured in the United States and obtained through 
its American agencies Before the war, the Stahlverein had 
dominated steel markets in South America through control over 
the European Steel Cartel and directly through its own branches 
and agencies numbering 175 in nearly every country. During 
the war not only did the German steel trust maintain its posi- 
tion but It was able to outbid even the American competitors 
In his study of the world cartel system for the Kilgore Com- 
mittee, Corwin D Edwards quotes from a number of cartel 
agreements in which the American firms agreed to supply the 
German customers in South America during the war with the 
understanding that the trade will revert to the German firms at 
the end of hostilities. He cites the agreements on a number of 
chemical products and drugs, as well as other war-essentials 
like fuel-injection equipment for airplanes, which were made 
immediately after the outbreak of war in Europe.^' 

Obviously, agreements trf this kind were based upon the 
perspective — dominant even during the earlier stages of the 
war— of resuming the old cartel connections with the German 
monopolists as soon as the emergency was over. Both the Kilgore 
report and Edwards dte many cartel agreements specifying that 
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arrangements suspended in wartime were to be renewed as soon 
as possible For example, when du Pont and IG. Farben in 
April 1941 suspended the exchange ot technical information 
they agreed that the suspension would last only “until the 
present emergency has passed" with “all other obligations in the 
contracts to remain as at present " A letter from the American 
Rohm and Haas Co to I G. Farben in January 1940 contains the 
promise that “we shall revert to the status quo ante as soon as 
normal conditions have been restored "** 

It IS therefore not surprising that some of the American cartel 
partners of the Germans should make every effort to protect 
from Lonfiscatiun by the Alien 'Property Custodian the assets of 
the German firms in the United States. The most notorious case 
on public record is the arrangement between Standard Oil Co 
of New Jersey and I G Farben • After the outbreak of war in 
1959 an official of Standard met with a representative of IG 
Farben in Holland, and the American oil man reported the 
results in a letter. 

They delivered to me assignments of some 2,000 foreign 
patents and we did our best to work out complete plans for 
a modus vivendi which would operate through the term of 
the war, whether or not the United States came in. 

The German patents having been assured, the representative 
of perhaps the biggest combine in the world confessed some 
perplexity as to how things would work out. 

Upon completion of that agreement, the war intervened 
because our grouping of interested parties included Ameri- 
cans, British, Dutch, Germans, and the war introduced 


*Standard has investments in Germany m all spheres of the petroleum business. 
General Motors, which together with Standard owns the Ethyl Gasoline Corp 

(aviation gasoline), also has important investments in Germany, producing there 
before the war over half the motor cars Standard and I G Farben had a tight 
cartel pact covering synthetic rubber and oil, by which Standard agreed to 
refrain from the production of these products in return for a commitment from 
1 9 Farben to stay out of the oil business in the United States After Fearl 
Starbour the United States found itself without the facilitiea to produce synthetic 
rubber on a scale made necessary by the cutting off of the natural rubber supply. 
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quite a number of complications How we are going to 
make these belligerent parties lie down in the same bed 
isn’t quite clear as yet We are now addressing ourselves to 
that phase of the problem and I hope we will find some 
solution. Technology has to carry on — war or no war — so 
we must find some solution to these problems ** 

The patents m question were confiscated by the American 
government, but hostilities were no sooner over than Standard 
Oil started proceedings to regain the patents from the Alien 
Property Custodian It is interesting to note that in the preli- 
minary hearings Standard claimed that the patents had been 
bought rom I G Farben, while a representative of that firm, 
flown specially from Germany for the trial, testified that the 
transfer of the patents was merely a wartime expedient 
This IS not the only case on record In January 1940, a 
number of American businessmen, identified only as "American 
friends of I G Farben," came to Basle, Switzerland, to discuss 
with representatives of the German chemical trust means of 
protecting the General Aniline & Film Corp from seizure by 
the government in the evetn of United States entry into the war. 
The largest Farben affiliate abroad. General Aniline was a 
merger of all I G 's photographic, dyestuff and pharmaceutical 
interests in the United States To protect Farben’s interests, 
the American partners agreed to "Americanize" the corporation 
somewhat more and remove any outward ties with I.G Chemie, 
Farben’s Swiss affiliate which controlled General Aniline. As 
was subsequently revealed in minutes uncovered in Germany 
after the occupation, this plan was in accordance with a general 
scheme drawn up by the legal department of Farben at a meet- 
ing in March 1939 According to this plan, Farben holdings in 
the United States were to be transferred to American friends 
and to neutrals in preparation for the outbreak of war, with 
provisions for resuming connections after hostilities were over, 
regardless of who won the war.*® 

During hearings on the elimination of German resources for 
war. Senator Harley M Kilgore recalled that after World War I 
American firms paid accumulated royalties to Krupp on steel 
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armour plate and observed that an investigation would probably 
reveal that American corporations during the second war had 
also set aside reserves to pay royalties to the German companies 
for use of their licenses and patents 
Still another example of how American-German monopoly 
relations were maintained even during the course of the war is 
the current Aluminum cartel, the Alliance Aluminum Com- 
pagnie, organized in Basle in October 1941. Participating in 
this cartel alongside the German, French and British concerns 
is Aluminum Ltd. of Toronto, to which the Aluminum Co. of 
America had transferred its foreign holdings 
How the cartel pacts resulted in shortages of strategic war 
materials m the United States has already been mentioned But 
instances have also been uncovered which reveal that even 
during the war American cartelists helped the Axis powers 
Because Remington Arms insisted upon honoring an agreement 
with 1 G. Farben, Britain could not be supplied in 1941 with 
tetracene, an important chemical compound used in priming 
machine guns, rifles and pistols^' The titanium cartel, con- 
trolled by the American Lead Co , was charged by the Depart- 
ment of Ji^stice with helping the Japanese obtain a shipment of 
the ore, from India, in violation of the British embargo, and 
with aiding I G Farben to hide its assets in the United States '* 
If the international connections of the trusts had to be main- 
tained, even during war, and if technology had to be carried 
on, war or no war, it can be assumed that these considerations 
will be uppermost in monopoly circles also during the coming 
peace. 



II. Monopoly in Defeated Germany 


DESPITE THE DEFEAT and the widespread destruction 
within Germany, the German economy had not been rendered 
harmless from the viewpoint of preparing tor another war Not 
only were large sectors of heavy and war-potential industry 
relatively intact, but ownership of the closely integrated indus- 
trial structure, at least in the zones under Allied occupation, 
still remained with the huge German combines The crushing 
military defeat of Germany and the political debacle of Hitler- 
ism had greatly weakened German monopoly capitalism, 
bringing it to the brink of total elimination But the base ot 
monopoly had not yet been destroyed And as long as it 
remained, German imperialism had the power and the possibility 
of recuperating. 

This danger of the resurgence of a truncated but aggressive 
Germany was heightened by marked tendencies in the West to 
circumvent or reverse the joint piolicy for the complete demili- 
tarization and denazification of Germany which had been 
adopted by the Big Three Powers at the Crimea and Potsdam 
conferences 

Immediately following the end of the war, reactionary poli- 
tical forces sought to re-establish the policies dominant during 
the inter-war years, with the aim of restoring Germany once 
more as a bulwark against the Soviet Union and a democrati- 
cally stabilized Europe 

Many new obstacles confronted the advocates of such a policy, 
and they were beset by many contradictions within their own 
countries and among the Western powers But certain condi- 
tions favored them, and the tendency had become powerful 
enough within a few months after the end of the war to con- 

35 
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stitute a serious threat to the pieace promised by the wartime 
Coalition 


1 DANGER OF RESURGENCE 

By far the greater portion of the German industrial plant, 
particularly heavy industry, was contained within the occupation 
zones of the Western Allies The future of industry and of the 
monopoly power in Germany therefore depended in large 
measure upon the fulhlment of the Potsdam terms by the 
United States. Britain and France 

Measured by the value of industrial production as a whole in 
prewar Germany, the British occupation /one comprised roughly 
35 per cent of German industry, the American 25 per cent and 
the French perhaps 10 per cent The remainder, less than one- 
third. was contained in the Soviet zone including the portions 
of Silesia, Pomerania and East Prussia under Polish control 

The British occupied the most important industrial area 
The Ruhr basin, situated m the provinces of Westphalia and 
the Rhine, is the heart of German heavy industry and the nexus 
of the monopoly structure Before the war, it produced 70 per 
cent of all iron and steel, and over 80 per cent of the hard coal 
Two-thirds of the total finished steel production of the Reich 
came from the Ruhr The whole network of industry situated 
in the Ruhr and dependent upon its basic products constituted 
the biggest and most closely integrated combinat in Europe 
Through the monopoly combines, steel production in the 
French-controlled Saar, which amounted to about 12 per cent 
of the Reich industry, is closely linked to the Ruhr 

Other basic industries, although largely dependent on the 
Ruhr for source materials, were somewhat better distributed 
According to its geographical distribution before the war, the 
Soviet and British zones each contained about one-third of the 
machine-production industry, as compared with about 25 per 
cent in the American and 10 per cent in the French zones The 
chemical industry, unless important changes took place during 
the war was about equally distributed among the British 
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American and Soviet zones* Almost half the electrical equip- 
ment industry was situated in the Berlin area, occupied by all 
four powers, while the American zone included about one-fifth 
of the industry and the balance was about equally divided 
between the British and Soviet zones In the textile industry, the 
Soviet Union fared better, with over 40 per cent of production 
in Its zone Another 25 per cent fell within the British sphere, 
while the Americans controlled about 15 per cent of the industry 
and the French 10 per cent * 

While industries situated in the Soviet zone, particularly in 
Silesia and Saxony,* were not unimportant, their final disposal 
and control could not alone remove the danger of a German 
imperialist resurgence If fully restored, the Ruhr could serve 
as a very powerful base for an imperialist structure in west and 
south Germany This is not an abstract danger, since the re- 
sources, productive capacity and industrial integration of this 
region can be fully lestored within a few years. 

A preliminary examination of Germany’s remaining war 
potential after the capitulation led the Enemy Branch of the 
Foreign Economic Administration to the conclusion that “if 
we were to leave Germany to its own devices and not to insti- 
tute a program of economic and industrial disarmament 
Germany could be far better prepared for war within five years 
than she was in 1939 A startling indication of the war 
potential of German industry after the defeat is given by the 
fact that in late 1944 the level of production in Germany was 
higher than in its whole history This had been achieved’ 
despite heavy war casualties and the accumulated effect of 
aerial bombings 

On-the-spot investigation revealed that wartime reports of 
the destruction of war industry by aerial bombing had been 

•Act'ordniK to an oflicial of the U S Military Government in Germany, 

I G Parben nrotiertie-, by the eiul of the war were distributed anioiig the varioui 
lones, by value, as follows United States zone, 0 75 per cent of the loUl, British 
rone, 115 per cent, French zone, 00 0 per cent, Soviet zone 58 55 per cent (Kil- 
Korc Committee Utarlnes, ElimlnaUon of German Resources for War Part i 
P 1067) 

•Perhaps as much as 18 tier cent of the prewar German iron and steel industry 
and about 16 per cent of hard coal production was in Silesia, most of which was 
placed under Polish control Saxony is an important industrial area, especially 
in machine production, cbemt'als and textiles. 
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greatly exaggerated. While air bombing had disrupted the flow 
of products and materials by wrecking the transportation 
system, and had flattened a few key units, the great majority of 
the important industrial plants could go into production with 
only slight repair Total war damage to the industrial capacity 
was estimated at no more than *o per cent With a wartime 
capacity of 85 million tons, the steel industry could for the 
most part resume operations almost immediately The giant 
Krupp works was operating at nearly 60 per cent capacity at the 
end of the war, and its manager said that it could go into full 
operation, if the Allies desired An industry by industry survey 
showed that strategic war materials like chemicals, nitrogen, 
coal tar, synthetic fibres, rubber and aluminum could again be 
produced within a relatively short time at practically the war- 
time rate The coal mines, among the best in the world, could 
easily resume full operation once the war prisoners had been 
returned and the army fully demobilized. 

Such industry as had been damaged could be repaired or, if 
necessary, completely rebuilt within a relatively short time 
because of the highly developed machine-tool industry In 1939, 
the machine tools in place in Germany and the machine-tool 
building capacity were greater than in the United States As it 
stands after the defeat, the German armament machine shop is 
second only to that of the American Due to this capacity, the 
synthetic oil plants, which had been largely knocked out from 
the air, might be rebuilt within six months 

In addition to abundant internal resources and workable 
plant, the German monopolists could count in part at least 
upon extensive investments abroad and upion cartel connections 
which had been built up over a long period and greatly ex- 
tended during the war Besides this network of interlocking 
corporate interests, the greater part of which the German 
industrialists still hoped to salvage, a special effort was made 
to export assets and technical personnel as it became clear that 
Germany would be defeated Methods employed after World 
War I were again utilized, with the purpose of preserving assets 
in safe havens and providing a hidden reserve for another 
attempt at world conquest. The Kilgore Committee found that 
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German interests remained strongly entrenched in the neutral 
countries as well as in some countries dominated by them during 
the war, and that "the United States itself may be one of the 
most important safe havens for German assets." A witness 
before the Committee who had questioned some key German 
industrialists on the eve of the surrender reported that "these 
leaders confidently expect to be rescued from their present 
plight by powerful British and American friends who were their 
former cartel affiliates.”® 

A pattern made familiar by the former German restoration 
showed signs of reappearing Almost a year before the end of 
the war, when it was apparent that Germany could not win, 
plans were already laid for the postwar struggle At a meeting 
of leading German monopolists, held in Strasbourg in August 
1944, SS Obergruppenfuhrer Dr. Scheid told his fellow- 
conspirators: 

From now on .German industry must realize that the 
war cannot be won and that it must take steps in prepara- 
tion for a postwar commercial campaign Each industrialist 
must make contacts and alliances with foreign firms, but 
this must be done individually and without attracting any 
suspicion Moreover, the ground would have to be laid on 
the financial level for borrowing considerable sums from 
foreign countries after the war 

At still another meeting, a representative of the German 
armaments ministry informed a small group of cartelmasters 
that the government would allocate large sums to industrialists 
so that they could establish a postwar foundation in foreign 
countries Special provisions were made to separate the research 
bureaus from the trusts and place at their disposal plans for 
new weapons and other information to enable them to continue 
war research The industrialists were urged to export as much 
of their capital as possible and to continue to finance the under- 
ground work of the Nazi party. 

The State Department also revealed abundant evidence that 
in anticipation of defeat, the Nazis and their colleagues laid 
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plans to carry on in foreign countries a wide range of activities 
to prepare the eventual resurgence of German imperialism 
According to these plans, a prominent role was assigned to the 
large industrial concerns abroad owned or controlled by the 
German trusts, to research laboratories placed in foreign coun- 
tries to develop new industrial processes and new weapons, to 
subsidized schools to spread the Pan-German doctrine, and to 
a controlled press and radio abroad Various devices were in- 
creasingly used as the end of the war approached to transfer 
capital abroad, including the sale of looted art objects, accumu- 
lation of profits and credit in foreign banks, joint investment 
with non-German capital, and sales of large quantities of tech- 
nical equipment to dependable firms in other countries * 

The high hopes which the German monopolists placed in the 
“community of interest” with their confreres m other countries 
was revealed by a representative of the Treasury Department 
who questioned some of them in connection with their wartime 
looting of Europe : 

The top I G Farben people and others, when we ques- 
tioned them about these activities, were inclined at times 
to be very indignant Their general attitude and expecta- 
tion was that the war was over and we ought now to be 
assisting them in helping to get I G Farben and German 
industry back on its feet Some of them have outwardly 
said that this questioning and investigation was, m their 
estimation, only a phenomenon of short duration, because 
as soon as things got a little settled they would expect their 
friends in the United States and in England to be coming 
over. Their friends, so they said, would put a stop to acti- 
vities such as these investigations and would see that they 
got the treatment which they regarded as proper and that 
assistance would be given to them to help re-establish 
their industry.® 

Considering that many of the cartel agreements had merely 
been suspended for the duration of the war, and that some of 
the American and many of the British monopoly groups were 
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seeking to resume the cartel pacts, the German industrialists 
were not so naive as some would make them out to be Assistant 
Attorney General Wendell Bergc told the Kilgore Committee: 

I have to admit that there have been statements made, 
and conferences held, and things done by some of the cartel- 
minded industrialists in the country, and in Allied countries, 
that do give some encouragement and some justification to 
that assumption of the German cartelists 

And he added, “The Germans hope to rebuild their industries 
and maintain their foreign investments by giving American 
and British industrialists shares in their enterprises 

In any likely bargaining with their British and American 
counterparts, the German trust magnates possessed an asset 
which would carry great weight It is the highly centralized 
control held by a small group of top magnates over the basic 
industry of Germany, and of their new wartime acquisitions in 
Europe and elsewhere. Despite the expropriation of their hold- 
ings by the new democratic governments of Eastern Europe, the 
dismantling of plant and expropriation measures in the Soviet 
zone within Germany, and notwtihstanding the known holdings 
which had been vested by the Alien Property Custodians in 
Allied countries, the German monopolists still had a vast inter- 
national network of corporate connections which they alone 
could manipulate This was supplementary to the main asset of 
the Ruhr industrial machine and the technical processes in their 
hands, which remained a powerful weapon just as long as their 
properties were unconfiscated and no Allied action was taken 
to decentralize and disperse the physical plant But their inter- 
national economic penetration, combined with their central 
ownership of the West German productive machine, offered 
tempting morsels to the American and British monopolists seek- 
ing to extend their own economic interests 
Illustrative of the tight control over the economy by a small 
group of super-combines is the position of the iron and steel 
trust, which is centered in the Ruhr area. The Vereinigte Stahl- 
werke, equivalent of the U.S, Steel Corp., controlled 40 per cent 
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of the iron and steel capacity in 1943. and eleven other combines 
controlled another 50 per cent Their controls radiated out from 
the iron and steel industry to many other important branches of 
production No less than 70 per cent of the total coal produc- 
tion was controlled by the steel combines They produced most 
of the gas supply, and played a leading role in the cement and 
electric power industries The newer synthetic petroleum plants 
were subsidiaries of the steel cambines 

Several of the combines were even more important as pro- 
ducers of armaments,- machines, motors, and machine tools. The 
two most important Super-combines in Germany, the Vereinigte 
Stahlwerke and I.G. Farben, were even more closely interlinked 
during the war, and came to control the huge Hermann Goering 
trust, set up by the Nazis as a catch-all for the looted industries 
of Europe ’’ 

Thus, there was at hand in the occupation zones of the 
Western allies a solid fianncial-industrial block which, if policy 
so dictated, could be integrated into the Western European 
monopoly and cartel system as the core of a new aggressive 
combination That was clearly the political orientation of the 
German monopolists It was not entirely unwelcome to power- 
ful circles in Britain, the United States and France. 

a CONFLICTING TRENDS IN THE WEST 

The essence of the Potsdam program is to prevent the restora- 
tion of the German industrial and political power to a dominant 
position in Eurofie The purpose is to avoid the path taken after 
World War I which led to the temporary and reactionary 
stabilization of Europe around the core of a fully restored 
imperialist Germany. This involves not only disarmament, the 
disbanding of the armed forces and General Staff, the eradica- 
tion of the Nazi Party and its institution, but also the elimi- 
nation of a great portion of heavy industry, the dispersal of 
machine-building and other industrial capacity among other 
European countries, the confiscation of the great monopolies, 
and such control of the economy as will assure the permanent 
elimination of the monopoly power. 
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As the occupation began, a sharp conflict of interest and 
tendencies at once became apparent in connection with applying 
the Potsdam decisions Obviously, advantages were to be gained 
by the Allied capitalist powers and their dominant monopoly 
groups from the permanent elimination of German industry as 
a European and world competitor. This interest offered a 
common meeting ground with the Soviet Union, whose policy 
was directed towards preventing the restoration of the German 
aggressive power and towards rooting out the source of fascism 
in Europe. It also coincided with the objectives of the anti- 
fascist movements of liberated Europe for the reconstruction of 
the continent along popular democratic lines and the elimination 
of monopoly<apitalist domination over their countries 

But the capitalist powers were torn in the main, between two 
sets of contradictions. One of these was economic and mter- 
imperialist in nature, involving a competitive struggle chiefly 
between the United States and Britain, although France also 
played a role The other set of contradictions, not necessarily 
exclusive of the first, arose from the marked tendency towards 
an anti-Soviet and anti-democratic national policy in the United 
States and Britain at the close of the war. 

A central factor was the expansionist tendency of American 
monopoly capital which came strongly to theTore once the war 
was over However, the attempt to take over economic positions 
formerly held by the Axis powers and to penetrate into the 
world spheres of Britain and allied empires did not in itself 
imply the restoration of the German monopoly power This was 
recognized by many spokesmen of government and big business 
Effective demilitarization of Germany was seen as a means of 
eliminating a powerful competitor and enabling American enter- 
prise to replace German economic penetration not only in the 
Americas but also in Europe This attitude was certainly re- 
flected in the American policy at the Crimea and Potsdam con- 
ferences, where the American proposals were accepted as the 
basis for the final decisions' When the Administration signed 
the proclamations of Crimea and Potsdam, it was already ener- 
getically advocating the expansionist economic progr am of “free 
access” to all markets and countries. The effective elimination 
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of German heavy ii:dustry as a European and world factor was 
a part of this program. 

This outlook was rather clearly expressed by the persistent 
line of the Kilgore Committee against the German monopolies 
and their leaders After a series of hearings on the cartel system, 
this Committee urged the destruction not only of the Nazi 
leaders and militarists but also the German industrial leadership 
in order to “crush German imperialism permanently and thus 
|)ermit a peaceful and democratic Germany to arise ” It empha- 
sized the need to destroy the German monopolists and cartels 
from within, to establish an international authority to take over 
the controls formerly held by the cartelists, and to liquidate not 
only the armament industry, but also to dismantle and remove 
to the devastated countries of Europe “the primary indirect 
munitions industries, including the metallurgical and chemical 
industries ” Co-operative action by the United Nations was also 
urged to destroy German economic connections in the liberated 
and neutral countries It called for a complete inventory of all 
German property abroad — including holdings whose true owner- 
ship had been masked under Swiss, Dutch, South American and 
other companies — ^with a view to the confiscation of this pro- 
perty The Committee held that the reparations policy should 
not encourage German heavy industry or the cartel system • 

A similar approach characterized the programs presented by 
the State and Treasury Departments and the Foreign Economic 
Administration to seek out and take over all German assets 
abroad A rather imposing plan, for example, was outlined by 
Assistant Secretary of State William L Clayton to uncover all 
German flight capital wherever it may seek refuge, to oust the 
German interests still entrenched in Latin America, and to 
prevent the German monopolists from restoring their interna- 
tional connections In line with the Potsdam protocol, he urged 
that all the domestic German cartels be dissolved by the militarv 
authorities to prevent their participation in international cartels 
Furthermore, as he pointed out, the power of the German trusts 
and combines controlling the domestic economy must be broken, 
since they were the most important participants of the interna- 
tional cartel system. In addition to these measures and pro- 
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posals, the Assistant Secretary also outlined various steps to 
seize German inventions and new processes developed during 
wartime for use in the United States and Britain 
The approach of this important sector of business and poli- 
tical opinion was perhaps expressed most concisely by Bernard 
M Baruch in testimony before the Kilgore Committee. He 
urged that Germany’s dominance of Europe be broken once and 
for all Towards this end, her warmaking potential must be 
eliminated, many of her plants shifted east and west to friendly 
countries, all her heavy industries destroyed, the Junker estates 
broken up, exports and imports strictly controlled, and German 
assets and business organizations throughout the world rooted 
out On the last point, Baruch insisted that there be no "hocus- 
pocus ’’ He was equally insistent upon de-industrializing German 
heavy industry Aware of the opposition to be expected from 
those American combines which held large direct investments 
in German industry, he proposed that they be restituted for their 
properties in Germany and in her satellite countries from a fund 
representing the pooled value of all German properties taken 
over by the United States He aimed his proposals at reducing 
Germany’s over-all industrial and technical power, and at estab- 
lishing a new equilibrium in which Germany will no longer be 
among the dominant powers 

As an integral part of the decapitation of German monopoly 
power, Baruch favored a full understanding with the Soviet 
Union, proposing: 

That this German settlement be used as a basis for 
a comprehensive all-embracing agreement with Russia on 
the major peace problems By tackling immediately and 
forthrightly the question uppermost in the Russian mind — 
security against Germany — I believe we can arrive at a full 
understanding with the Soviets. If it is not possible, the 
sooner we know it, the better. 


As can be seen, the Big Stick, or, in more up-to-date parlance, 
atomic diplomacy, was not entirely absent from this approach 
The German question was to be used as a bargaining point in 
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dealing with the Soviet Union Implicit in this whole line was 
the threat of adopting quite another policy towards Germany 

In view of the long record of aggressions against her, Baruch 
saw the necessity of conceding special security measures to the 
Soviet Union In the absence of a common policy as to the long- 
range fate of Germany, he feared that the Soviet Union would 
question Allied policy as “dictated by a desire to rebuild 
Germany into a buffer state against Russia In turn, the western 
democracies would suspect Russia of seeking to communize 
Germany ” He thought that both a buffer Germany and a com- 
munized Germany could be avoided But he wanted a policy 
which would take care of any contingency He urged “a deter- 
mined. enduring program of preparedness . designed to con- 
vert our nation in quickest order to the conditions of any 
possible war in the future 

The position of the elder statesman, who as a representative 
of high monopoly circles was a prominent government adviser 
in two world wars, can be taken as an authoritative expression 
of a leading body of big business opinion Obviously, these 
policies could not and did not stand in contradiction to the basic 
expansionist aims of American imperialism and monopoly 

None of the spokesmen for this policy in high Administration 
of business circles can be described as fanatical advocates of the 
destruction of monopoly capitalism in Germany or elsewhere 
They were concerned with preventing Germany from resuming 
her position as a leading imperialist power At the same time, 
they sought a modus vivendt with the Soviet Union, which 
would counteract her growing influence as much as possible 
while allowing the greatest scope for extension of the American 
positions in the world without a head-on collision with the 
USSR The position recognized new power relations arising 
from the war, including the new political uncertainties and 
dangers to capitalism, but at the same time did not forfeit a 
single main objective of American monopoly capital, and 
allowed for any contingency, such as another war. 

Naturally, the monopolists were in on the ground floor of the 
occupation. Their representatives held key posts in the Adminis- 
tration agencies in Washington and the Military Government in 
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Gennany.* It would run counter to all past and present ex- 
perience if they did not exert themselves to safeguard their 
sizable interests in German industry and appropriate such 
patents and technical processes as they could lay their hands on 
According to the Treasury Department, the direct American 
investment in German industry was sizable A preliminary and 
incomplete investigation revealed that controlling interests m 
German industry owned by 171 United States corporations 
amounted to over $430 million in 1943 This preliminary tabu- 
lation recorded only those investments representing a controlling 
interest in the firm in which the investment was made The 
greater portion of the investment was in manufacturing, 
especially in the automotive and machinery fields, and in petro- 
leum. Thus, a substantial part was in the war-convertible 
industries, according to the Potsdam decisions eligible for com- 
plete elimination or effective control ** 

It IS not only this direct property interest in the maintenance 
of German industry which tended to offset the desire to 
eliminate important branches of industry as competitors of the 
American trusts Direct investment is of value also as a basis 
for further economic penetration and for extending the share 
of the market. Before the war, the increasing tendency of 
American capital was to extend its penetration of Germany and 
Europe through direct investment in the existing combines and 
through the establishment of branch plans, while at the same 
time participating in the cartels. A competitor can be taken care 
of either by eliminating him or by taking over a decisive portion 
of his holdings This conflict between eliminating competitive 
German trusts and taking them over was reflected in the con- 


* For Example Bng. Gen William F Draper, in civilian life a member of the 
Wall St banking firm of Dillon, Read A Co, was appointed the United States 
member of the Economics Directorate of the Allied Control Council Appoint- 
ments to key economic posts in the American zone included K J Wysor, former 
president of the Republic Steel Corp , as supervisor of the steel industry , Edward 
S Zdunek, formerly head of General Motors at Antwerp, as supervisor of the 
engineering industry, Philip Gaethke, before the war manager of the Anaconda 

smelters and mines in Upper Silesia, as director of mining operations Philip P 
Clover of Socony-Vacuum, foreign subsidiary of Standard Oil of New Jersey, was 
placed in charge of the oil section, which includes synthetics Peter Hoglund, on 
leave from General Motors, nas named os deputy to the chief military controller 
of all industrial production 
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tradictions of American policy towards Germany On the one 
hand, the plants of I G. Farben in the American zone were taken 
over by the Military Government, although the question of the 
hnal disposal of the plants and the ownership of I G. Farben’s 
extensive holdings in the rest of Germany and abroad was still 
left open On the other hand, there was a strong tendency to 
limit the dismantling of plant and to restore a higher level ot 
production than that envisioned at Potsdam 
This tendency was exemplified in the report of an American 
economic mission, appiointed by the U S Military Government 
and headed by Prof. Calvin Hoover The report, submitted to 
the Soviet Union, Britain and France on September 17, 1945, 
undoubtedly contributed heavily to the breakdown of the first 
meeting of the Council of Foreigpi Ministers then in session in 
London It came to the startling conclusion that the Potsdam 
agreement on reparations and disarmament would be difficult 
if not impossible of achievement, and represented a distinct 
departure from the American position which served as the basis 
of agreement with the Soviet Union at Potsdam 
1 he commission, which included representatives of American 
steel and automobile monopolies, held that Germany would 
have to be permitted exports about equal the prewar level, in 
order to enable her to maintain a minimum standard of living 
on a par with the rest of Europe, supply reparations in kind, 
and pay occupation costs As much as half of the exports was to 
consist of machinery, chemical products and precision and opti- 
cal instruments, all of which are war-convertibles. This would 
necessitate the maintenance of a considerable heavy industry 
structure Steel exemplifies the extent to which heavy industry 
was favored The Soviet Union wanted steel production limited 
to three million tons annually, equivalent to the domestic con- 
sumption of steel in Germany in 193a At first the United States 
supported this figure, but the commission of experts suggested 
ten million tons annually, which represents a swing towards the 
British position. While this more than halves the wartime steel 
capacity of Germany, it would provide the necessary base for the 
restoration of a war-making economy 
The report also reveals a tendency to depart from the repara- 
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tions policy already adopted by the Big Three. It is a policy 
of transferring machinery and labor to the countries devastated 
by Germany, thus reducing the capacity of German industry 
while increasing the industrial potential of other European 
countries But the experts were inclined towards obtaining 
reparations in the form of semi-manufactured and manufactured 
articles, which would lead to the restoration of German industry 
to Its full capacity with the aid of foreign capital Clearly, the 
proposal to restore German exports to their prewar level points 
in that direction. 

, The main difference between the Potsdam approach and that 
of the American experts is that the former placed first the 
effective demilitarization and denazification of Germany, lo 
which all else was to be subordinated, while the latter placed 
as the mam objective the maintenance of a minimum standard 
of living and of a balanced foreign trade for Germany. The 
Potsdam terms would eliminate Germany as a great industrial 
power and as the possible center of European stabilization; the 
recommendations of the American experts, if accepted, would 
result in the eventual restoration of German imperialism to a 
dominant role in Europe Aside from the anti-Soviet aspects of 
this plan. It IS permeated with the concept of restoring the 
German market and enhancing its capacity to absorb American 
products and to service American investments 

The competitive struggle with Britain plays no small part in 
the determination of American policy. British domination of 
the center of German heavy industry m the Ruhr, placed the 
British monopolies in an advantageous position to protect and 
extend their interests in Western Europe and m any inter- 
national cartel structure which might arise. Because of the 
weakened position of Britain and the greatly strengthened posi- 
tion of the United States, this advantage was considerably 
reduced by the need of economic and financial aid from the 
United States. 

Among leading circles in Britain, and also in France, Hol- 
land and Belgium, strong pressure was exerted for the Integra* ion 
of the Ruhr industrial area into a West European economic 
bloc. In France, where the monopoly structure had always been 
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closely linked with the German combines and where as a result 
of the occupation the integration had become even closer. 
General de Gaulle appeared as the foremost spokesman for 
“co-operation” in Western Europe. By virtue of her control of 
the Ruhr, and also because of her dominant influence in the 
Channel countries, Britain would have a decisive voice in the 
creation of such a bloc. 

Among big business circles in England, as will be shown in 
detail later, the dominant tendency was to restore wherever 
possible the prewar regional blocs dominated by Britain and to 
seek new regional combinations in Europe and elsewhere as a 
defense, among other things, against American economic pene- 
tration. This was not seen necessarily as an alternate policy to 
a possible agreement with the United States on outstanding 
economic and political issues. No matter how relations with the 
United States were to develop, the regional bloc was viewed as 
a permanent feature of British policy on the continent. 

To a large measure, this view was reflected in the policy 
towards Germany and especially towards the restoration and 
utilization of German heavy industry The most consistent and 
outspoken advocate for the restoration of German industry 
within the framework of a Western bloc was The Economist of 
London, the influential British financial organ, which had 
managed to build up a certain reputation for “liberalism,” due 
to Its past record of opposition to the cartel doctrine in Britain 
and Its criticism of the Munich policy Notwithstanding this. 
The Economist became the spokesman of what appeared to be 
a dominant view in upper circles for a “moderate” policy 
towards Germany, which it defined briefly as follows: 

First, there should be a period, not exceeding five years 
in length, of penal servitude for the German people, the 
conditions of which would be as sharp as anyone desires 
Secondly, the only restriction on German national freedom 
that should extend beyond this five-year penal period should 
be complete disarmament. Thirdly, with this exception 
[pertaining only to the prohibition of the manufacture of 
armaments}) there should be no political or economic dis* 
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abilities laid upon the German people and, in particular, 
territorial changes should be kept to the minimum 

Following Potsdam, the position was even more forcefully 
expressed in an article entitled “A Policy for the Ruhr ” Here 
concrete economic content was given the bloc policy — as it had 
been envisioned by Churchill during the early phase of the war 
in his proposal for a permanent union between England and 
France, advocated in various forms by the new Labor Govern- 
ment immediately after its accession to power, and supported 
by the de Gaulle trend m France 

The Potsdam policy was seen as "utter lunacy,” as being 
ruinous for Europe and for Germany The truth, as The 
Economist saw it, is that the prosperity of Western Europe had 
always depended upon the great industrial concentration in the 
Ruhr, and that the restoration of Western Europe would now 
also depend upon the revival of the Ruhr and the maintenance 
of Its dominant position in the West European economy 
According to this version, the European peoples had already 
been made to suffer too much from the Soviet and American 
approach to the German question, on which "unhappily the 
Russians and the Americans see eye to eye ” Having been forced 
into the Potsdam agreement, as The Economist infers, the 
almost absolute control of the Ruhr presents Britain with the 
opportunity to reverse Potsdam: 

The alternative which the British, as the party now in 
possession of the Ruhr, can offer is that the resources of the 
area should be used at once for reconstruction in Western 
Europe . If Britain, France, Holland and Belgium in the 
first place set up a series of practical, technical Mutual Aid 
agencies for overseeing industrial restoration, ironing out 
bottlenecks, allocating supplies according to marginal uti- 
lity, the resources of the Ruhr could find a part in their 
operations. There would be no need to change the adminis- 
trative machinery in the Ruhr for the time being To 
modify It would waste time and energy when so little are 
available. It would therefore be a British responsibility to 
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oversee the Rurh’s contribution to the European scheme of 
mutual aid 

Thus the former opponent of the "cartelization of England" 
came around to advocating what amounts to the creation of a 
super-cartel of governments and private monopolies to restore 
the Ruhr and integrate it into a Bntish-dominated bloc Such 
a venture would also count heavily upon the direct and indirect 
control by Britain of many of the raw materials which must be 
imported by German heavy industry. The German iron and 
steel industry depends almost entirely on imported ferro-alloys, 
and two-thirds of the iron-ore requirements usually came from 
abroad. Before the war many of these materials were imported 
from various parts of the British Empire and from countries 
politically and economically within the British sphere* The 
scheme for the Western European bloc, therefore, assumed not 
only that the American trusts would be agreeable to British 
domination of the Ruhr industries and of a European cartel 
network, but also to the continued British monopoly of key 
industrial raw materials in various parts of the world 

The possibility of American co-operation in return for a sub- 
stantial interest in the venture and other concessions m the 
Empire was not to be excluded, especially if a reactionary and 
anti-Soviet trend within the United States would become domi- 
nant. 

Such are some of the contradictions which beset the Western 
powers in Germany But the future of Europe and the fate of 
German monopoly capitalism depended not alone upon the out- 
come of these conflicts. Other political factors played a decisive 
role. 


* Both prewar and wartime tmimrts of iron-ore came mainly from Sweden, but 
also from Spain and French Lorraine South Africa supplied most of the prewar 
manganese imports, and Turkey and Sooth Africa most of the chrome During the 
war, the Balkans supplemented the Turkish supply Before the war tungsten came 
from China and India, and during the war from Spam and Portugal Canada and 
the Dutch East Indies supplied prewar luckel imports, while wartime supplies 
came from Finland, Norway and Greece 



MONOPOLY IN DEFEATED GERMANY 


53 


g. DEMOCRATIC CHANGE 

The task of eliminating German monopoly capital can be 
performed thoroughly only from ivithm Germany, and by the 
German people themselves. By the time of the military defeat, 
the anti-Nazi forces of Germany had been greatly weakened and 
depleted, and the fascist ideology had seeped deeply into the 
German people A labor and democratic movement capable of 
playing a decisive political role could not immediately arise. 
Under these circumstances, the policy of the occupying Powers 
in their zones of occupation, especially during the early and 
formative phases of the occupation, was decisive in influencing 
the course of events 

Each of the Big Three faced a three fold test with respect to 
the application of the policies which were jointly established: 

1. How effectively did they carry out the policies of the 
Crimea and Potsdam accords, as a joint undertaking and in their 
separate zones? 

a. How effective were they in eliminating the Nazi leaders 
and their responsible collaborators from the political, cultural 
and economic life of the country? 

3 Did they encourage the anti-Nazi and democratic forces of 
the German peoples or did they themselves become an obstacle 
to the development of these forces? 

We have already indicated the tendencies at work in the West 
which militated against the fulfalment of the Big Three agree- 
ments, and which account for the contradictions, uncertainties 
and hesitations in the policies of Britain and the United States 
in Germany. To what has been said must be added still another 
important factor — the fear of setting an anti-fascist and demo- 
cratic popular movement into motion, and consequently the 
effort to carry through a “revolution from above” with the aid 
of reatcionary and conservative forces from among the Germans. 
The search for a political combination that could be thoroughly 
controlled and which would in turn prevent the popular move- 
ment from “getting out of bounds," something on the style of 
Social-Democracy after World War I, was one of the main pre 
occupations of Western Allied policy. 
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Of the Big Three, the Soviet Union alone adhered stricdy to 
the spirit and the letter of the policy jointly agreed upon This 
applied to all phases of policy, whether economic or political. 
Within Soviet society there were no monopoly combines to press 
their own interests in Germany. Between the Soviet Union and 
the other powers there could be no competition for markets, 
for spheres of imperialist penetration or for domination in the 
cartel structure Soviet policy demanded security, founded upon 
friendly relations with the democratic nations of Europe and 
upon co-operation on a plane of equality with the other victor 
powers. Having destroyed the prewar hostile encirclement, at 
a tremendous price in life and socialist property, the Soviet 
Union was clearly determined not to permit the formation of a 
new blockade against herself. 

Obviously, her first concern was to prevent the restoration of 
an imperialist and aggressive Germany In the strict applica- 
tion of the Potsdam terms and in her policy of support to anti- 
fascism throughout liberated Europe, in accordance with the 
Crimea Declaration, the Soviet Union sought to establish a 
basis for the democratic reconstruction of Europe in which the 
German power would no longer play a dominant role. The 
leading participation of the Soviet Union in the occupation in 
itself precludes the rise of an imperialist Germany with the 
economic and strategic advantages of the pre-Hitler days 

Within her own zone of occupation in Germany, the Soviet 
Union lost no time in eliminating the centers of fascist reaction. 
While the specific conditions which prevailed demanded firm 
control from above to assure the destruction of the whole Nazi- 
imperialist structure, the Soviet Union at the same time en- 
couraged the anti-fascist and democratic popular movements. 
No sooner did these begin to form and to voice demands for a 
democratic reconstitution of German society, than the Soviet 
authority permitted the carrying through of the reforms and 
measures of anti-fascist reconstruction. Thus, the long overdue 
land reform, the breaking up of the Junker estates which served 
as one of the main sources of reaction in Germany, was soon 
initiated. Trade unions and anti-fascist political parties made 
their legal appearance early and began to play their role in. the 
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reconstruction. The first civil administration of anti-fascist 
Germans was set up in the Soviet zone. Once having removed 
the Nazi potentates and taken full security measures to root out 
the neo-fascists and their organizations, the Soviet Union 
stimulated and encouraged the movement from below. 

Long before the Western powers took the first steps to dis- 
mantle German war industry, the Soviet military government 
was already moving large quantities of machinery from plants 
situated within her zone. The anti-fascist political parties advo- 
cated the nationalization of the trustified industries, and steps 
in that direction were taken Unharassed by fears of basic 
democratic reform, the Soviet Union was able and ready to give 
Its full approval to all measures which would guarantee against 
the restoration of the private monopoly structure in its zone, 
and to influence the adoption of similar measures in Germany 
as a whole 

The policies followed in the Soviet zone, especially as they 
stimulated the democratic movements and led to the revival of 
anti-fascist political parties, could not help but influence deve- 
lopments in the rest of Germany 

Since basic heavy industry is concentrated in the West, the 
problem of destroying the monopoly power in Germany cannot 
be solved conclusively in the Soviet zone. However, as one of 
the Big Three the Soviet Union insisted upon the elimination 
of the war-making potential of German industry. The Potsdam 
agreement entitled the Soviet Union not only to such machinery 
as she wished to take from her own zone in the form of repara- 
tions, but to S5 per cent of the dismantled plant in the Western 
zones This presupposed, of course, that heavy industry would 
be dismantled in Western Germany and the Potsdam protocol 
fulfilled 

There was still another means at hand to influence the confis- 
cation of trustified industry in the West. According to the re- 
searches of the Foreign Economic Administration, the German 
state held direct ownership of large blocks of shares in leading 
monopoly combines This control covered over half the German 
steel capacity. All the voting stock of the Nazi-created Hermann 
Goering super-combine was held by the Reich. The largest 
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Stockholder in the Vereinigte Stahlwerke was the state, which 
held as much as 39 per cent of the stock, after it had confiscated 
the holdings of Thyssen. It was estimated that in 194s the Reich 
owned in one form or another mines producing as much as 40 
per cent of the hard coal.** Even if, as the British seemed to 
insist, purely "legal” methods were to be used in accordance 
with established capitalist concepts of property, the Allied 
Control Council would be entitled as the all-German authority 
to take over the controlling interests formerly held by the Reich 
and dispose of the principal combines along the lines of the 
Potsdam agreement. 

What counted most in the initial period, however, was the 
actual possession of plant The Power within each occupation 
zone could determine what was to be destroyed, what dismantled 
and transferred out of the country and the degree of control to 
be established over the economy. But as a labor and democratic 
movement took shape and came to play more of a role in the 
political life of defeated Germany, other forces would enter the 
picture. The weakness of the anti-fascist movement within 
Germany as the war came to an end did not mean that within 
a few years there would not develop a democratic movement of 
sufficient scope to affect decisively not only the problems of 
economic control and reparations but also the basic question of 
the ownership of German big industry. 

The rise of new forces in liberated Europe pressing for a 
fundamental reconstruction of all Continental relations also 
affects directly the future role of Germany The separation from 
Germany of East Prussia and especially of industrialized Silesia 
as well as of other Eastern lands, accompanied by the strength- 
ening of Poland as a major European Power, would change the 
strategic relations in Eastern Europe to the disadvantage of 
Germany. In Central Europe and the Balkans, the rise of the 
new democracies promises to end once and for all the penetra- 
tion of German influence into these areas and tends to delimit 
the sphere of monopoly capital in general. In countries where the 
liberation movements established themselves in power, the most 
effective steps were taken to root out German interests by the 
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confiscation and nationalization of the holdings of the German 
trust and of their collaborators. 

Much was yet to be decided in France. It was by no means a 
foregone conclusion that the :soo families of the trusts would 
succeed in turning that country into the center of an anti-Soviet 
bloc. The revulsion against the old order was too powerful in 
France, the pressure for nationalization of the trusts too per- 
sistent, and the feeling of friendship for the Soviet Union too 
deep to permit such an outcome without a violent struggle. 
Munich and Vichy in a single decade would seem more than a 
nation could bear. 

Germany was the vortex not only of European but of world 
forces Here the three big world powers met But the issues of 
the German settlement stretched beyond the continent to 
include the whole world. 



Ill* The Zaibatsu Empire 


DURING THE SPACE of some seventy years, the oligarchy >£ 
Japan came to dominate a vast portion of East Asia and the 
Southeast Pacific In World War II, Japanese imperialism met 
with Its first major catastrophe. 

According to all the rules and realities of war, Japan was 
defeated Documents of unconditional surrender, duly author- 
ized and signed in an imposing ceremony on an American battle- 
ship in Tokio Bay, bear witness. We have the additional testi- 
mony of General Douglas MacArthur who announced, four 
months after Japan’s defeat, that the "last evil roots” had been 
tom out, and that he had dictated the major directives for the 
construction of a new democratic system ' 

When the Supreme Commander presented this sweeping claim 
to eternal fame, the outer Japanese empire was gone, but the 
Emperor, his assorted nobility, the Zaibatsu finance-capitalists 
and the old state bureaucracy were still in the saddle. Such 
reforms as were handed down benignly from above were designed 
to pacify .an aroused people and to hold in check the gathering 
democratic revolution against the warmakers and the Emperor 
state. 

Having been defeated, the oligarchy suffered humiliation at 
the hands of the conqueror, and also sustained some real losses 
The more prominent militarists and jingoists had to surrender 
as war criminals, still others were withdrawn from the political 
limelight. Real losses included surrender of the colonial con- 
quests, sufficient demilitarization of the armed forces and the 
war economy to guarantee against their independent use, and 
the sharing of power and control with the Americans. But the 
oligarchy remained. The inner foundations of Japanese im- 
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perialism had barely been touched The major tasks of building 
a democratic and rxon-aggressive Japan still lay ahead. 


1 CONDITIONS OF DEFEAT 

The circumstances surrounding the defeat of Japan stood in 
sharp contrast to the German surrender By the end of the war 
in Europe, conditions for the elimination of the German im- 
perialist power were much further advanced The German army 
was completely smashed, the country was invaded and occupied 
by all mam Allied forces, and internal disintegration had pro- 
ceeded far The Nazi state as a central power had been effec- 
tively removed and replaced by a joint military government. 
In the Soviet zone, the local apparatus and personnel of the old 
regime were eliminated These developments counted heavily in 
favor of a democratic solution in Germany. 

During the initial period of occupation in Japan it soon 
became obvious that it was the fixed aim of United States policy 
to maintain unilateral control, with a view to preserving this 
key imperialist position of East Asia as a stepping-stone for 
American penetration of the Far East and as a barrier against 
the Soviet Union. These objectives required that the essential 
base of monopoly capitalism in Japan remain untouched, what- 
ever changes may be made in the political structure On this 
point there was established immediately a coincidence of 
interest between the oligarchy in Japan, threatened by a demo- 
cratic revolution, and the American imperialists. 

These parallel interests largely determined the time and terms 
of the surrender The oligarchy withdrew Japan from the war 
when It became certain that she would be crushed in short order 
by the combined blows of the United States and the Soviet 
Union. In addition to saving the homeland from invasion and 
withdrawing the army before its complete defeat, the rulers of 
Japan were able to negotiate the final surrender while the Red 
Army was still fully occupied in defeating the powerful group 
of Japanese militarists in Manchuria Thus was averted joint 
Soviet-American occupation and control of the country, which 
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would have been unavoidable had the Soviet armies participated 
in an invasion of Japan. The most important point that 
remained to be gained before the surrender was recognition of 
the oligarchy as the governing authority in defeated Japan 
This assurance was soon forthcoming in Secretary Byrnes’ 
message of August ii, recognizing the "authority of the Emperor 
and the Japanese Government to rule the state subject to the 
Supreme Commander of the Allied Powers.”* Having won this, 
quick surrender became the means of continuing the Old Gang 
in power and protecting that power against the internal forces 
seeking to overthrow it. 

Not only did the oligarchy retain power and avoid Soviet 
participation in occupation and control of the country, but 
Japanese commanders were invited even after the defeat to join 
with the Western victors in military action against the demo- 
cratic and independence movements in Asia While some mili- 
tary leaders were being tried as war criminals, others led their 
troops in police work, alongside American, Kuommtang, 
British, French and Dutch troops, in China and Southeast Asia 
If the Japanese rulers had to give up their loot empire, they 
also had the satisfaction of knowing that the victor imperialist 
powers did not intend to destroy the colonial system. The 
Greater East Asia Co-Prosperity Sphere, as the Japanese ag- 
gressors called their empire, was lost; but the colonial sphere 
itself, no matter how redivided and redistributed, as long as it 
remained would offer opportunity for renewed efforts at econo- 
mic and political penetration, and perhaps also for new military 
ventures in the not too distant future. 

As already indicated, the relative position of the world 
powers with respect to defeated Japan also differed from their 
relations to defeated Germany In contrast to the joint occupa- 
tion policy followed in Germany, although this left much to be 
desired, the United States immediately pre-empted control of 
Japan. This was an established policy, already evident during 
the course of the Pacific War where American strategy was 
devoted to assuring the dominant role for the United States m 
the victory, even at the expense of coalition warfare. If doubt 
existed that the American policy-makers intended to plant the 
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United States firmly m Japan, this was soon dissipated by a 
directive issued jointly by the State, War and Navy Depart- 
ments, and approved by President Truman on September 6, 
t 945 « fou*" days after the surrender. While it was promised that 
efforts would be made by “consultation and by constitution of 
appropriate advisory bodies'* to establish policies satisfactory to 
the other Allied powers, it was stated categorically that “in event 
of any difference of opinion among them, the policies of the 
United States will govern ” 

The directive was equally clear with respect to the internal 
structure The American Supreme Commander was instructed 
to “exercise his authority through Japanese governmental 
machinery and agencies " The “normal powers of government" 
were to be enjoyed by the Japanese state. Having provided these 
essential safeguards for the perpetuation of the oligarchy, and 
mindful of democratic opposition at home and abroad, the 
policy-makers cautioned that "the policy is to use the existing 
form of government in Japan, not to support it."* 

This basic policy of the United States government was little 
affected by the decision reached at the Moscow Conference of 
Big Three foreign ministers in December 1945. Unilateral 
American control would perhaps be limited somewhat if the 
new mter-Allied bodies functioned properly. A Far Eastern 
Commission was to determine policy for Japan and an Allied 
Control Council was to sit as an advisory body to the Supreme 
Commander in Tokio The American chain of command from 
Washington to Tokio was specifically safeguarded as the only 
channel for the transmission of policy, and the American 
Supreme Commander was to be the only executive in the appli- 
cation of that policy. The Soviet Union was represented on 
both bodies, as were the British and Chinese, but the United 
States still retained the dominant position in both the deter- 
mination and execution of policy. 

It will take more than decrees by a Supreme Commander to 
eliminate the aggressive forces from Japan. These are deeply 
rooted in the Japanese social and state structure They can be 
effectively uprooted only by a democratic transformation from 
within, and not by a "revolution from above” dictated by a 
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foreign general and earned out by the very forces which are 
to be eliminated. 

The retirement of a few leading militarists and extremists 
while the old oligarchy continues to hold power merely helps 
maintain a non-militarist facade behind which the forces of 
aggression will gather anew Evolved as a group from the old 
feudal classes and as individuals also merged with other sectors 
of the oligarchy, the militarists cannot be permanently elim- 
inated unless the community of reactionary classes which 
dominate the Japanese state is destroyed. The combination of 
Zaibatsu, big landowners and the Emperor State bureaucracy 
which rules Japan will again resurrect its militarists to lead a 
new war of conquest unless this combination is permanently 
deposed and replaced by a popular democratic state. It is not 
a question of a few reforms Japan has never had a democratic 
revolution Nothing less will now suffice. 


2 THE MONOPOLY STRUCTURE 

In some important respects, the Japanese monopolists emerged 
from the war in which their country was defeated considerably 
stronger than in 1931, when the invasion of Manchuria opened 
the new phase of aggression They lost control of many raw 
materials essential for their industry and may lose most of their 
assets in the colonies But this loss is more than equalled by the 
great wartime gains of the Zaibatsu in Japan proper 

Between the Manchurian invasion and the defeat of 1945, an 
important mdustrial transformation occurred in Japan From a 
country predominantly of light industry and relatively low con- 
centration of production Japan became a heavily industrialized 
nation at a high level of economic concentration and control 
By *939» the textile industry accounted for only 20 per cent of 
total industrial output as compared with 40 per cent in 1931 
Chemical output alone accounted for 20 per cent of industrial 
output by 1942. The expansion of war industries reached its 
apex in 1943-45 when war production became overwhelmingly 
predominant. By the end of the war, heavy industry probably 
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accounted for more than four-fifths of the total industrial 
output * 

Despite B-ag raids, a major portion of heavy industry was 
untouched, or only slightly damaged Edwin W. Pauley, United 
States Reparations Commissioner, reported after an investiga- 
tion: “In steel machine tools and other machinery made from 
steel, Japan’s own figures show she still has in working condition 
more than twice the facilities she had when she invaded Man- 
churia in 1931." Steel capacity stood at eleven million tons, 
and working capacity in other strategic industries remained 
formidable ® 

New war production was dominated by the Zaibatsu, and 
especially by the so-called older or “moderate” Zaibatsu, al- 
though a number of newcomers had to be admitted into the 
field The power of the houses of Morgan, Rockefeller, du 
Pont and Mellon is vast, but their relative control over the 
American corporate structure, great as it is, is less than the 
control enjoyed by the Big Four Zaibatsu — Mitsui, Mitsubishi, 
Sumitomo and Yasuda Even before their great wartime gains, 
these four controlled 60 per cent of the capital invested in all 
jont-stock companies, with Mitsui alone accounting for 25 per 
cent. Together with the Shibusawa and Kawasaki banking inte- 
rests, they held 57 per cent of all funds deposited in banks, trust 
companies and insurance firms The Big Three alone controlled 
at least half of copper and coal production, half of all goods in 
warehouses, half of all merchant ships by tonnage, and 33 per 
cent of all foreign trade. Between them, Mitsui and Mitsuibishi 
constructed well over half of the gross tonnage of steamers, 
controlled the entire paper industry, 70 per cent of the flour 
milling capacity, practically all sugar refining, and much of the 
chemical industry, Mitsubishi dominated aircraft and sheet- 
glass production. In addition, the big Zaibatsu shared with the 
government control of pig-iron, steel and metal alloy produc- 
tion.* 

If by the beginning of the big war the Zaibatsu dominated the 
main branches of industry and finance, by the end of the war 
they were unchallenged masters of the entire economy, which 
had been greatly expanded. With the aid of the state control 
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measures, the Zaibatsu swallowed the lesser companies through 
a senes of forced mergers and amalgamations. This process it 
inherent in a monopoly capitalist society; in Japan it proceeded 
at a swift pace under the duress of a hard war and under the 
guidance of an absolutist state. As the war reached its apogee, 
the merger process was accelerated. In 1940, mergers and re' 
organizations involved si6 companies with a capital of 36 
billion yen ' But during 1941-43, industrial amalgamations 
affected 1,354 hnns, involving a combined capital of over 19 
billion yen, chiefly in textiles, chemicals, machinery and tools. 
During the last phase of war industry mobilization in i944-45> 
the merger movement undoubtedly reached its peak. 

A similar movement occurred in the field of finance, where 
mergers of banks, trusts and insurance companies also involved 
the industrial interests controlled by them. By 1941, five insur- 
ance companies accounted for almost 70 per cent of all the 
insurance in force. The number of savings banks had been 
reduced to <9 by 1944, as compared with •]% in mid-1941. \ 
series of amalgamations left only seven trust companies, five of 
which belonged to the leading Zaibatsu Even more impressive 
are the mergers of the big commercial banks, involving three of 
the largest private banks in Japan. As a result, the Teikoku 
(Mitsui), Yasuda, Mitsubishi, Sanwa and Sumitomo banks, in 
mid- 1944, held 70 per cent of the deposits, 78 per cent of the 
discounts, loans and advances, and 61 per cent of the security 
holdings of all private banks. During this penod the total 
number of private banks had been reduced from 245 to 88 * 
Towards the end of the war, even greater mergers took place 
In March 1945, largest savings banks amalgamated 

into one central bank with total deposits of 8 5 billion yen.' 

By the end of the war, according to Allied Headquarters in 
Tokio, the Big Four Zaibatsu had a working capital of 12 billion 
yen, controlled bank deposits and bank assets of 1 1 1 billion yen, 
owned 320 industrial firms, and held part ownership in many 
others At prewar exchange rates their holdings amounted to 
about $30 billion “ This is equivalent to almost half the total 
assets of the 200 largest industrial corporations in the United 
States before the war. Mitsui alpne h^ direct investments in 
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173 companies, many of which had subsidiaries of their own, 
one such network including 185 hrms The operating capital of 
the parent company and its major affiliates exceeded seven 
billion yen Its holdings included mines, chemicals, ceramics, 
hbres, textiles, machinery and tools, paper, shipbuilding, trans- 
port and communications, utilities, metals, forestry, agriculture, 
fishing, commerce and banking" 

Hirohito’s wealth placed him in the highest Zaibatsu rank 
According to a Japanese government report to Allied Head- 
quarters, his holdings — exclusive of gold and silver bullion, 
jewelry, art objects, etc —were placed at about 1 6 billion yen 
He held stock in 29 companies and seemed to prefer the big 
banks This accumulation does not include the holdings of 14 
Imperial piinces, nor the vast landed domain owned by the 
royal house " 

To preserve these vast holdings and safeguard the corre- 
sponding power naturally became the main objective of the 
Zaibatsu after the defeat For this they had prepared well >n 
advance They were adept at playing the game ol “moderates,” 
at furthering the illusion at home and abroad that during the 
whole period of conquest tliey had acted as a restraining force 
upon the militarists, and had been compelled by the superior 
power of the army and the state to come along in the aggression 
They could play this game all the more easily because dominant 
political and economic groups in Britain and the United States, 
especially the latter, also had a vital interest in perpetuating this 
myth " In this view, the old Zaibatsu, as distinguished from 
newcomers like the Riken trust and the Nissan interests with 
major holdings in the colonies, could be counted upon to pro- 
vide a government equally serviceable in controlling the “revolu- 
tion from above” and in affording free access into Japan for 
foreign capital 

Thus the use of the term “moderate” to distinguish an accept- 
able sector of the oligarchy became synonymous with the pro- 
gram of maintaining the status quo in Japan Included in the 
camp of “moderates,” as defined by the Anglo-American policy- 
makers as well as by the Japanese ruling circles, were not only 
the older Zaibatsu, but also the Imperial Household and its 
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related institutions, and the leaders of the prewar political 
parties, which were effectively controlled by Mitsui and Mitsu- 
bishi interests The only basic element missing from this picture 
IS the military. These are presented as extremists who dragged 
Japan into her expansionist adventures, against the will of the 
Emperor, his advisers, the older and biggest Zaibatsu and the 
cream of the state bureaucracy From this distortion there arises 
the fantastic notion that the elimination of the military extre- 
mists would be sufficient to guarantee a non-aggressive and 
peaceful Japan 

More than any other contemporary state, the Japanese state 
18 characterized by the very close interweaving of all the com- 
ponent elements of the ruling classes At no time in its modern 
history, even during the Meiji Restoration (1868-1889) or during 
the period of so<alled parliamentary government in the twenties, 
was this oligarchy seriously altered by a democratic upheaval 
The democratic revolution in Japan never came off As F 
Herbert Norman shows in his book Japan's Emergence as a 
Modern State, the Japanese state was formed by an alliance of 
the feudal classes with the merchant and banking capitalists ’* 
During the Meiji Restoration, when the present Emperor State 
was established, unification was imposed from above by a com- 
bination of banking princes and that part of the feudal clan 
leadership opposed to the central clan authority, the Shogunate 
The Emperor institution was lescued from relative obscurity 
by these forces to serve as the pivot of an absolutist form of 
national unity With the Prussian constitution as model, the 
Constitution of i88g, which was presented to the people as a 
gift from the Emperor, carefully safeguarded all the preroga 
tives of the oligarchy, including a special privileged position 
for the military in the state, and granted an extremely restricted 
parliament. 

Peasant uprisings, the unrest of the declassed samurai (the 
military retainers of the feudal lords) and middle-class elements 
of town and city helped weaken the old feudalism But the 
Restoration was essentially a bureaucratic “revolution,” which 
removed some of the more restrictive feudal practices but which 
retained the feudal classes in a new combination of power. The 
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State which resulted from this alliance of the merchant and 
banking capitalists with the big landowners and the nobility 
persisted through the whole period of capitalist development 
The structure of modern industry was erected upon the founda- 
tion of a semi-feudal agrarian system, and mainly at the expense 
of the peasantry through exorbitant land taxes, high rents and 
usury Industrial development proceeded without an inter- 
mediate period of laissez-faire capitalism, with its corresponding 
democratic freedoms, and without producing a distinct class of 
industrial capitalists, separate and apart from the landowners 
and bankers, that felt compelled to destroy the feudal hangovers 
and to fight for power in the modern state 

Big industry, especially armament, was from the beginning a 
state monopoly, that is, a monopoly of the banking houses, the 
big landlords and the militarist buieaucracy whose interests were 
accommodated through the Emperor State. Industrialization 
began as a military necessity, as defense against the increasing 
pressure of the older and more powerful imperialist powers 
reaching deep into Asia and towards Japan, and also as defense 
against the still unruly clans and dissident feudal elements 
Many of the strategic industries thus developed were later turned 
over to the Zaibatsu, a pattern which was to be followed during 
every succeeding war and in the exploitation of the colonies 
A powerful expansionist tendency immediately made itself 
felt Japan provided only a very limited market The establish- 
ment early in the Meiji era of an exorbitant land tax payable in 
cash with which to finance the military and industrial program 
of the state led to the rapid dispossession of the peasant land- 
owners Operating on a puny scale, burdened by high rents, high 
taxes and usurious interest rates, the landowning peasantry soon 
became the victim of big landlordism Widespread tenancy re- 
sulted, and moreover tenancy of a semi feudal type such as share- 
cropping The landowner was often also a militarist, a merchant, 
a budding capitalist or a state bureaucrat. From this poverty- 
stricken, land-hungry, and debt-ridden peasantry the working 
class was recruited The poverty of the countryside was dupli- 
cated m the factory districts in the form of extremely low wages 
These basic conditions which resulted in an impoverished 
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domestic market changed little during the whole period of 
industrialization 

In addition, the lack of. raw materials in Japan for modern 
industry led the oligarchy to seek control t)f such sources as were 
available in Asia, particularly in Manchuria, Korea and North 
China Moreover, this had to be done when the other imperialist 
powers had already penetrated into most of the colonial world, 
when the establishment of exclusive colonial spheres entailed u 
struggle with these powers, themselves seeking an open door into 
Japan The militarists, many of them derived from the tradi 
tional warrior class of the old clan society, thus became an 
indispensable component of the ruling oligarchy They served 
not primarily as servants of the state whose policies were deter- 
mined by other classes, but as allies and partners of othei 
elements of the oligarchy, with whom they also found a com- 
mon interest as noblemen, landowners or capitalists 

The expansionist tendency was, therefore, deeply rooted m 
the Japanese social structure and in the Emperor state, even 
before the full development of monopoly capitalism, which pro- 
vided Its own additional impulse to expansion The aggressive 
forces were stimulated further by the early successes of the war 
with China in 1894 and the war with Russia in 1905 As a result 
of these wars, Japan established its first important sphere m 
East Asia, seized control of valuable raw material sources, and 
was enabled to expand industry as well as the military and naval 
establishments Exploiting the opjxirtunities afforded by World 
War I, when the other powers were deeply engaged elsewhere, 
Japan enlarged her Pacihc holdings and penetrated more deeply 
into China Her attempt to extend into Siberia through inter- 
vention against the socialist revolution failed, and she was to 
receive additional rebuffs from the Chinese revolution ^ 

These early successes helpied stimulate internal economic 
development Between 1913 and 1929, industrial production in 
Japan increased by 197 per cent, as compared with 70 per cent 
for the United States While Japanese output remained small in 
comparison with the production of other nations, the power of 
the Zaibatsu was greatly increased by this expansion. From 1909 
to 19x7, the number of companies capitalized at over five million 
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yen grew from 38 to 687, the aggregate capital of these com- 
panies rose from 495 million yen to over eight billion yen, and 
the proportion of capital of the big companies to total capital 
rose from 36 2 per cent to 64 g per cent This industrial 
growth increased the relative weight of the Zaibatsu within the 
ruling oligarchy, and placed them in the central position with 
respect to the other elements that controlled the state On the 
eve of the great economic crisis and of the decade of new 
aggression which led to the big war, the Zaibatsu had become 
the most influential group within the oligarchy. 

However, the military cliques had also grown in strength, due 
to the increasing militarization of Japan While many military 
and naval leaders were personally connected with the great 
Zaibatsu houses,* the officers’ corps had been infiltrated with 
many new elements from the middle classes and the medium- 
sized landowners These younger clepicnts, reflecting a popular 
but vague opposition to the monopolies and connected with the 
Jingoistic and fascist societies which emerged in the thirties, 
provided a new base within the army for the extiemist sectors of 
the ruling circle This was expressed as early as 1931, in the 
Manchurian “incident” which was provoked by the militarists 
before other ruling sectors had been fully won over to the 
venture Following the failure of the military coup of February 
1936, the most serious bid for power by the extremists, a new 
accommodation was reached between the military leadership, 
from which some of the more extreme elements had been 
retired, and the dominant Zaibatsu, who now felt that the time 
was ripe for more ambitious expansionist efforts This new bal 
ance of forces led to the launching of the great China war in 
July 1937 *• 

This inner struggle for position and' power does not mean 
that there existed a sharp cleavage arising from irreconcilable 
interests between the military and the Zaibatsu, or between other 
sectors of the oligarchy "Moderates” and "extremists” were to 
be found within all groups, the military as well as the Zaibatsu, 
the state functionaries as well as the Court, although the military 

* AciordtnK to the MaMchi Yearbook of 1942, Mitsui employed 13 retired 
generals and admirals, Mitsubishi was using 11, and Sumitomo 8 
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had more than their share of adventurers If some of the older 
Zaibatsu were a little slow in advocating war against the big 
powers, it was because of their desire to exploit to the utmost 
all “peaceful” means of penetration into Asia and to undertake 
military action only when the major powers were deeply in- 
volved elsewhere They were also influenced by their financial 
links with Anglo-American capital, by their large stake in fore gn 
trade and in the non-war industries, and, above all, by un- 
certainty of victory over the top-ranking imperialist powers It 
IS notable that the attack on Pearl Harbor was not launched 
until after Hitler’s attack on the Soviet Union and the approach 
of the German armies to the gates of Moscow The Japanese 
had tested the Soviet strength in two undeclared but not minor 
wars at Lake Hassan (Manchurian-Soviet border) in 1938 and on 
Halhen-ho River (Mongolian People’s Republic) in 1939, both 
of which were disastrous) for the Japanese Accordingly, they 
preferred to strike in the direction which offered the least 
resistance and promised the greatest immediate benefits. 

However, the caution of the “moderates” before the big war 
did not prevent them from initiating the China war in 1937, 
when a so-called moderate cabinet was in power. Nor did they 
fail to exploit every military conquest and to enhance their own 
position within Japan in the course of every aggression They 
shared fully with the military the dream of the Greater East 
Asia empire, they were the engineers of the pact with Germany, 
It was a government dominated by the older Zaibatsu and the 
moderate circles that carried on the war against China and made 
the preliminary preparations for Pearl Harbor, before Toj'o took 
over the premiership to launch the attack But at all times, the 
“moderates” played a cautious and farsighted game, of which 
the careful balance of ptiwer with the military was a part, with 
a view to assuring their retention of power even in case of 
defeat 

The Zaibatsu manoeuvered well By the end of the war, they 
dominated the Emperor State more completely than at any time 
during the past two decades They exploited the military defeat 
to diminish the role of the army and navy cliques in the state 
Within the limitations arising from the defeat, they were 
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prepared to pursue their own imperialist aims in their role as 
“moderate” imperialists, seeking a mutually beneficial adjust- 
ment with the American expansionists. 


3. THE ZAIBATSU TAKE OVER 

The process by which the Japanese monopoly capitalists won 
complete hegemony over the Emperor State during the Pacific 
War IS traced in illuminating detail by T. A Bisson in his book 
Japan’s War Economy The big war required a rapid expan- 
sion of heavy industry, and this called for extraordinary meas- 
ures of state intervention in the economy In the United States 
and Britain similar problems were solved by turning the key 
control posts over to the main monopoly interests, and winning 
their support for the war effort in return for high profits, gov- 
ernment financing of the expansion, and guarantees of postwar 
profits But in Japan a sharp controversy immediately arose 
between the Zaibatsu and the military as to how the state 
controls were to be applied and by whom administered This 
controversy raged fiom mid-iq40 until October 1943, when the 
unfavorable turn in the war was exploited by the Zaibatsu to 
establish their own control policy in full * 

The campaign for a “new economic structure” began in 1940, 
as part of the preparations for the big war The political “ren- 
ovation” which accompanied diplomatic and military prepara- 
tions included the dissolution of the trade unions and the 
establishment of single-party rule The mam question which had 
to be solved before the attack on Pearl Harbor was to establish 
the relative position of the Zaibatsu and the military in the 
control of the rapidly expanding war economy. With the excep- 
tion of a few extremists of the Manchurian Army, the military 
leaders favored a middle-of-the-road course, involving limited 
state intervention to assure military requirements The mono- 
polists welcomed a greater integration of the economy, and they 
were not averse to further intervention by the state providing 
they were at all times certain that they would remain in com- 
plete control and a>uld use the state authority to cartelize ^e 
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economy under their own domination No basic difference was 
involved on the war progfram It was a question of the balance 
of power among the elements of the oligarchy As always, these 
differences were overshadowed by the imperative necessity of 
reaching an accommodation within the ruling circles to maintain 
power and assure the success of the war venture But the 
Zaibatsu were also determined to assure their own dominant 
position, no matter how the war turned out. 

The Zaibatsu control plans were no different from those 
usually advocated by monopoly groups in other countries They 
wanted complete cartelization of the economy under their own 
regulation, with a minimum of interference from the military 
and the state bureaucracy This campaign was spiearheaded by 
the Japan Economic Federation, the country’s peak cartel organ- 
ization In the form of a Memorial to the Yonoi Cabinet in 
May 1940, the Federation advanced the Zaibatsu plan for the 
"new structure" which was eventually to be adopted by the 
government Their central aim was expressed plainly 

"In order to liquidate all these defects of bureaucratic control, 
the existing private economic bodies should be unified and 
adjusted so that they may be reorganized into powerful cartels 
in the inafor industrial branches And these cartels should be 
granted a wide scope of authority for control purposes so that 
private interests may be encouraged to display their creative 
initiative and to enforce autonomous control on their own re- 
sponsibility 

This plan for self-regulation of "private enterprise” clashed 
with the program of the Army and Navy for a "perfect defense 
state,” in the sense that the military wanted to use the cartels 
to enforce state controls, while the Zaibatsu wanted to use the 
state authority only to force the independents into the cartels, 
which were to be completely self-governing The Zaibatsu 
proceeded independently to round out their cartel structure 
along these lines By the middle of 1940, the Japan Economic 
Federation had already established a series of Cartel Confer- 
ences, meeting twice a month, in each major industry. They 
set up their own controls, and announced they would seek state 
sanction for the Conference decisions By the end of the year 
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they had won the first round with the militarists The Cabinet 
outline for the “new economic structure” promised that govern- 
ment management of private enterprise would be permitted 
only in special cases and that private enterprise would remain 
as the basis of the new order A month before Tojo became 
premier, the Major Industries Association Ordinance, which 
incorporated most of the Zaibatsu program, became law (Sep- 
tember 1941). 

Under this law. Control Associations were to be established 
for each industry with authority over production and distribu- 
tion, labor, raw materials and capital investments The Presi- 
dent of each association was vested with immense powers, but 
the means of his selection was such as to assure his designation 
by the leading Zaibatsu in each industry By this time most '^f 
the industries represented in the Cartel Conference had already 
formed their own control organs, and these became the Control 
Associations under the new law 

As the cartel organizations were formed, the weaker and less 
efBcient firms disappeared at a rapid pace. The scale of this dis- 
placement u indicated by the announcement of a government 
campaign to “guide and train” some 12,000 merchants and 
industrialists who had been ejected from the “new structure ” 
That many more would soon be added was plain from a special 
plan of the Cartel Conference "to cause the minor industrialists 
to join the heavy industries” and to establish “control over 
management and all idle machinery in the light industries ” 
This scheme was given state sanction by a Renovation of Enter- 
prise Ordinance which granted the Ministries the right, among 
other things, to order companies to absorb specified firms 
“Manufacturers without whom the nation could do very well 
must be reduced in numbers,” said the Commerce Minister 

These measures sufficed during the first year of rapid Japanese 
victories in the Pacific During this period, the Zaibatsu 
rounded out their cartel empire at home The complete cartel 
framework as sanctioned by the new laws was established in 
industry, trade and finance by the end of 1942 The prewar 
Cartel Conference had become the Major Industries Control 
Association Council. A Foreign Trade Control Council Asso- 



74 WORLD MONOPOLY AND PEACE 

ciation and the National Financial Control Association, 
similarly dominated by the Zaibatsu, operated in their res- 
pective fields. But the monopolists had not yet attained their 
full program 

This required a single central control agency, thoroughly 
dominated by themselves, which would have complete power 
over the cartels in the separate industries and branches of the 
economy, as well as over all other state agencies, including the 
Planning Board of the Cabinet, which was still dominated by 
the military. This opportunity came in 1943, when Japanese 
losses in the Pacific necessitated major concentration upon the 
production of ships and planes The change-over encountered 
many difficulties in the conflicting controls of the various 
Ministries and industrial associations To make the changes 
required, Tojo demanded dictatorial powers While he was 
given more power than any previous militarist-premier, 
the Zaibatsu exacted in return complete control of the war 
economy 

To begin with, Tojo was required to accept a Cabinet Advisers 
Council of seven, all of them big business magnates This inner 
cabinet was to advise the government on all questions of policy, 
and It can be assumed that the government could undertake 
nothing without the consent of this special organ of the Zaibatsu 
within the state Equally important was the creation of a Muni- 
tions Ministry, formally headed by Tojo but actually under the 
control of a Zaibatsu representative With the exception of 
shipbuilding and ordnance, control of which remained with the 
Navy and War ministries, the new Ministry was given authority 
over all war industry It controlled directly 574 designated 
munitions companies in Japan and 100 in Korea and Formosa. 
It had authority over production, equipment, labor, raw mate- 
rials and investment, it could order the dissolution or merging 
of companies In addition, the militarist-dominated Planning 
Board within the Cabinet was completely eliminated 
This was a real triumph for the Zaibatsu. Tojo, the "military 
dictator” who enjoyed unprecedented piowers, was unable to 
subordinate the Zaibatsu, instead the military had been effec- 
tively subordinated to the monopolists. On this, Bisson says: 
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Premier Tojo had in no sense established either a military 
or a government dictatorship over big business The presi- 
dents of the Control Associations, i e , the leading Japanese 
monopolists, had graduated They were now entrenched in 
a privileged position right within the Cabinet . . This was 
indeed a marriage of Japanese big business and the military 
on an altogether new plane of administiative power and 
responsibility. Past experience in matters affecting industry 
in Japan proper, however, left litde doubt as to who would 
be the senior partner m this manage de convenance 

Having graduated into the dominant position within the 
Cabinet, the Zaibatsu used it to insure themselves against the 
consequences of defeat m the war Such a move was the so-called 
nationalization of war industry, especially the airplane plants 
and other favored targets of the American bombers The Zai- 
batsu-sponsored movement for nationalization of war industry 
arose at the beginning of 1945, when the B-ag’s were striking 
from close range With the state control agencies firmly in their 
hands, the monopolists wanted government management of the 
war plants as a means of assuring state redemption of damaged 
property Equally important was their desire for more stringent 
control of the workers, who became increasingly restless as the 
war reached its climax The factories were to be "leased” to the 
government for the duration State management of the privately- 
owned plants was to be provided through a "management 
organization” controlled by the Zaibatsu During the last 
months of the war, under the "moderate” Suzuki Cabinet, this 
Zaibatsu-nationalization was greatly extended War losses were 
assumed by the Treasury while profits as usual were guaranteed 
the Zaibatsu 

These clever manipulations of industry between the Zaibatsu 
in the board rooms and the Zaibatsu in the Cabinet offices 
suggest a comparison with the steps taken after the defeat to 
"abolish” the big holding companies The Shidehara Cabinet, 
which ruled under MacArthur, was a top-notch “moderate” 
government from which the most obnoxious militarists were 
absent, while the older Zaibatsu were most efficiently repre- 
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sented. A similar “voluntary” reorganization had taken place 
within the main Zaibatsu companies by which the leading per 
sonnel was carefully reshuffled to present an impeccable “mod 
erate” facade Following MacArthur’s edict of November 6 
ordering the government to “democratize” industry, the Cabinet 
decreed the dissolution of the Big Four holding companies, 
taking care to explain that the Zaibatsu were already engaged 
in this task voluntarily and had “requested” the help of the 
government The announced plan was to issue government 
interest-bearing, lo-year bonds in return for the common stock 
of the companies 

Simultaneously, American headquarters let it be known that 
the Zaibatsu stocks would be held by the Japanese government 
for the “public ” In the meantime, the corporations were prohi- 
bited from re-entering international cartels, and the Supreme 
Commander retained final authority over the decisions of the 
liquidation commission The “public” was told that there would 
be no early action to market the stock Whether foreign capital 
would be permitted to buy blocks of Zaibatsu shares was to be 
a “matter of inter-Allied policy,” according to a Headquarters 
statement Pending this decision, the Zaibatsu government 
was to be the guardian of the Zaibatsu stock, while the plants 
remained under the management of the monopolists, aside from 
munitions enterprises scheduled for scrapping However, most 
of the ordnance-making plants are government owned, as is a 
major portion of the steel industry Thus, whatever arrange- 
ments may be made for the scrapping of war plant, for the 
transfer of equipment as reparations or for the limitation of 
production in certain branches of industry, these are linked 
directly with the redistributing of Zaibatsu shares and the 
seizure of Japanese assets abroad 

Notwithstanding early strictures on purchase of Zaibatsu stock 
by foreign capital, it can be assumed that the American mono- 
polists were staking out claims to the Zaibatsu empire in 
advance In Japanese terminology the word “public” has come 
to mean the corporations; and it is in that sense also that the 
decree ordering the Zaibatsu stocks “held for the public” should 
be understood. 
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Before the war American corporations had made some head* 
way in Japan But total American investments did not exceed a 
half billion dollars, of which $6i 5 million was directly invested 
by United States corporations in enterprises controlled by them, 
$178.1 million was invested in Japanese corporations, and the 
rest was loaned to Japanese government agencies Together 
with these investments there naturally developed some cartel 
and patent arrangements between American and Japanese 
companies According to an early survey made by occupation 
authorities in Tokio, extensive ramificaiion existed before the 
war between Japanese and Anglo-American capital Through 
Its Canadian aHiliate, the Aluminum Co of America owned 30 
per cent of the stock of Sumitomo aluminum. International 
Telephone and Telegraph together with Westinghouse had 
patent agreements with the .Sumitomo metal industries on 
magneto steel Westinghouse also had stocks in the Mitsubishi 
electric. A subsidiary of I T &T owned ao per cent of the stock 
of the Sumitomo electric industries, and reserved the right to 
elect one-fourth of the directors Tidewater Associated Oil Co., 
tied in with Standard Oil of New Jersey, held shares worth two 
million dollars in the Mitsubishi Oil Co , and supplied crude 
oil to that company before Pearl Harbor Close connections also 
existed between the Big Five banks in Japan and United States 
banking interests. Other American corporations mentioned 
include Libbey-Owens-Ford, General Motors and Standard Oil 
of New Jersey * British, German, and other interests were not 
made public.** 

I'his 1$ a foothold that the American corporations will not 
readily surrender On the contrary, they will undoubtedly at- 
tempt to obtain a lion’s share of the Zaibatsu holdings, now that 
the door has been thrust wide open to American penetration. 
As in Germany, this will have the effect of creating a new vested 

• This report is ipcompletc Tor example, aceording to evidence presented to the 
Kileore Committee of the Senate, National Lead Co , a large American corporation, 
had important interests in the Japanese chemical industry. Jointly with I G Farben 
and a trench company In March 1941, National Lead helped its Japanese partner 
evade the British embargo against the shipment of titanium from India to Japan, by 

Itself siiiding 700 tons ot a time when this essential chemical useil in paints was 
scarce in the United States {Tltunium UetiTinSi Washington, 1944 ) It is also known 
that General Electric had iniested in two Japanese electrical equipment concerns. 
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interest m the maintenance of Japanese heavy industry and of 
the monopoly structure American participation in the Zaibatsu 
network will not diminish its aggressive qualities The “evil 
roots” will have to be eliminated by a popular democratic move- 
ment from within, carrying through the democratic revolution 
which has not yet occurred in Japan 


4. THE COLONIAL EMPIRE 

If one of the major objectives of American policy is to main- 
tain the imperialist position in Japan as a special preserve for 
the United States corporations, we can be certain that an 
attempt will also be made to take over a major share of the 
Zaibatsu interests in Asia How successful this attempt will be 
depends primarily upon the progress of the democratic and 
independence movements in China and the colonies. Changes 
in the colonial structure will also affect the form of American 
penetration, that is, what other powers and forces it may choose 
as allies in this drive 

From the inter-impenalist scramble for exclusive spheres in 
Asia, the Zaibatsu may hope to salvage a portion of their hold- 
ings in China and the colonies, by collusion with one or another 
imperialist power The American interests have the great ad- 
vantage of ground-floor occupation of Japan, from where they 
can attempt to manipulate the Zaibatsu network in Asia They 
also enjoy the advantage of operating within a new and great 
sphere of influence which is in the process of being established 
by the United States in China 

The Japanese corporate network in Asia was an appiendage 
of the highly trustified and cartelized economy of Japan proper 
It was devoted to the control of sources of raw materials for 
Japanese war industry, to the development of communications 
and defense works for the conquest of Asia; and to the exploita- 
tion of the native populations The oldest colonies, Korea and 
Formosa, were turned primarily into food granaries for Japan 
In addition to rice, Formosa provided sugar for the entire 
empire. Six Japanese corporations monopolized the sugar indus- 
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try and allied enterprises, including the railroads, while a single 
corporation controlled all electric power and the few industrial 
plants that were permitted Of the total corporate wealth (357 
million yen in 1939), the Japanese controlled 90 per cent 
Formosa’s economy was so completely annexed to Japan that 
barely five per cent of her imports came from outside Japan, 
and only a trickle of minor exports was permitted to other 
countries 

Korea was situated within the innermost Japanese zone of 
empire, and besides is located strategically in relation to China 
and the Soviet Union More attention was therefore paid to 
industrial development and to the exploitation of strategic raw 
materials, particularly after the invasion of Manchuria While 
Korea remained predominantly a tice granary, and the Japanese 
imposed an ever more burdensome landlordism upon the peas- 
antry, great emphasis was placed upon certain branches of war 
industry in connection with industrial expansion in Japan 
proper New railroads were built in northern Korea and along 
the coast, harbors were improved, and the mining of minerals, 
especially iion-ore and coal, was expanded Industrial develop- 
ment centered on electric power, the metal and chemical indus- 
tries and new enterprises, largely in textiles and food stuffs for 
the Korean and Manchurian markets Some indication of the 
extent of industrialization before the big China war is given by 
the increase of workers employed in the factory industries from 
about 100,000 in 1931 to over 200,000 in 1937 Between 1910 
and 1938, the value of industrial production rose from 31 million 
yen to 1,140 million yen During the war years greater expan 
sion of industry, communications and mining occurred 

The Zaibatsu maintained a hrm grip over the Korean econ- 
omy. Excluding government enterprise, 89 per cent of corporate 
busmen* 'vas controlled by the Japanese in 1938 Mitsubishi 
dominated the iron-ore and pig-iron production, while the 
Nissan interests, one of the “New Zaibatsu,” controlled gold- 
mining But the most important trust in Korea was Noguchi, 
also part of the “New Zaibatsu " It monopolized fertilizer, 
synthetic fuel and electric power production, and also held a 
lar^e interest in mining. The share of the Koreans diminished 
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Steadily Koreans had about si per cent of the total corporate 
capital in 1923, but this dropped to 11 per cent in 1938 The 
Japanese monopolies took over the three electric power stations 
owned by Koreans, while the Korean banks were reduced from 
12 with a capital of 12 million yen to three with a capital of 
five million yen 

In the more recently acquired territories, with the exception 
of Manchuria, Japanese policy concentrated almost exclusively 
upon the maximum exploitation of raw material sources and the 
operation of existing industrial enterprises and communications 
systems In occupied China, Japan took over the richest coal 
deposits in the world, valuable sources of iron-ore and of indus- 
trial salt, needed for the rayon and chemical industries Their 
acquisitions included the cotton textile industry in North and 
Central China, the bulk of China’s flour mills, the entire wheat 
crop, a portion of the silk industry, and half of the tobacco 
industry They also acquired important ports and communica- 
tions While effective exploitation was hindered by the Chinese 
resistance movement, extensive and valuable holdings passed 
into the hands of the Japanese However, exploitation of this 
region remained largely a military operation, and economic 
development was taken over by the semi-governmental develop- 
ment corporations, which worked closely with the Army*® 

In the most recently acquired territories of Southeast Asia, 
the Japanese barely had time to exploit effectively the rich 
sources of raw materials, let alone to undertake additional deve- 
lopment Within a year after these areas had been conquered it 
was already becoming difficult to maintain lines of communica- 
tions with the homeland Whatever machinery and equipment 
could be spared from the inner zone was allotted to shipbuilding 
in Hongkong and Singapore, and to the extraction of raw mate- 
rials like bauxite, chrome, nickel, lead and zinc However, the 
Zaibatsu did manage to lay their hands on the more valuable 
properties Mitsubishi, for example, was given control of the 
Laokoy phosphate deposits in Indo-China, and took over tran- 
shipping and shipbuilding in Singapore under army supervision 
Mitsui received the Lepanto copper mines and other mineral 
resources in the Philippines, and took over shipbuilding fad- 
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lities at Hongkong®* By September 1942, fifty Japanese firms 
were already operating in the Philippines 

The jewel of the Japanese empire was Manchuria It pro- 
vides a unique example of a colonial economy upon which was 
imposed an extensive industrial superstructure as an extension 
of the highly centralized economy of the imperialist power 
This unusual development in the sphere of colonialism was 
mainly a strategic undertaking, a vital preliminary to control 
of Greater East Asia and, it was hoped, tor subjugation ol the 
Soviet Far East Although the economic development of Man- 
churia fell far short of the grandiose goals originally set, the 
possession was turned into a powerful military base, backed up 
by internal resources and wai industries It supplied in large 
quantities the raw materials needed in Japan proper, in addition 
to feeding Manchuiian industries Besides, Manchuria’s war 
industry became an important supplement to tbe Japanese war 
economy, according to one estimate, providing as much as one- 
third of the industrial production of Japan 

In every other sense Manchuria or “Manchukuo” remained 
typically colonial The enslavement of the native population, 
the strict control of the backward agrarian economy, and the 
complete Japanese monopoly over every branch of economic 
activity were typical of the most aggressive type of imperialism 
In many ways, the Manchurian development represented an 
effort on the part of the Japanese oligarchy to duplicate in a 
colonial country of the greatest strategic value the characteristic 
feature of Japan — a modern industrial superstructure upon a 
semi-feudal base 

Besides being richly endowed with natural resources, Man- 
churia is ideally located from the viewpoint of an aggressive 
power with designs upon the Soviet Union as well as China 
proper The Soviet-Manchurian border extends for some 2,000 
miles in a deep curve into the most fertile and densely populated 
regions of the Soviet Far East Surrounded by Soviet territory 
on three sides, the vast Manchurian plain offers the advantage 
of interior Imes of communication which radiate out to the most 
vital centers of Siberia “By virtue of these geographical condi- 
tions,” writes a Soviet commentator, "any aggressive nation that 
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controls this country enjoys great facilities for an attack on the 
Soviet Union An end must be put once and for all to a 
situation in which Manchuria may serve as a base and center of 
machinations against vitally important regions of our country ”*• 

That this was the ultimate end to which Japan developed 
Manchuria was emphasized by the extensive and precise mili- 
tary preparations Many new lines of communications were 
built to the Soviet border, including the extension of railroad 
spurs and many highways Solid fortifications, airfields, tele- 
phone lines and military settlements, manned by soo,ooo 
Japanese "farmers,” were established in this area Seaports were 
enlarged and new ones constructed By the end of 1941, at least 
one million Japanese soldiers were stationed there, together with 
1,000 tanks and 1,500 aircraft At the height of the military 
concentration, the Kwangtung Army in Manchuria possessed 
one half of all Japanese artillery, nearly two-thirds of the tanks 
at the disposal of Japan, and three-quarters of the total 
Japanese cavalry 

This great military concentration was supported by war 
industry in the interior If Japanese claims are to be believed, 
coal production reached 50 million tons, as compared with 10 
million before the occupation, which would place Manchuria 
sixth among coal-producing nations More !>ober estimates, 
however, place coal production at about half the Japanese figure 
New electric power stations built by the Japanese put Manchuria 
at about the level of France in annual production By 1944, 
pig-iron output from local ores may have reached the annual 
rate of three million tons, while steel was being produced in 
excess of one million tons During the occupation, railroads 
increased from 3,460 miles to 9,300 miles, exceeding the track- 
age of all China According to the Japanese, auto roads were 
increased from a,ooo miles to 40,000 miles 

Around the Mukden Arsenal a whole network of armament 
industry was constructed, including facilities for making planes, 
autos, machinery and locomotives In addition, chemical and 
cement industries, as well as utilities were developed The extent 
of industrialization is indicated by the growth of Japanese 
investments. Between 193a and 1943, these increased from 1.7 
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billion yen to 7 i billion yen, exclusive of government enter- 
prises The Manchurian Industrial Development Co , which 
came to control the major portion of heavy industry, had a total 
investment of 2 9 billion yen in 1944 Together with the invest- 
ments of other Japanese corporations, the total capital in indus- 
try alone may have reached five billion yen by 1945. This is 
equivalent to the total British private investment in India in all 
undertakings — agpricultural, transport and utilities as well as 
industry Many plants were also transferred from Japan to 
Manchuria in 1944-45 American airfleets struck at the home- 
land 

The control system established over the Manchurian economy 
was at first directly under the militarists, in accordance with 
their plan for a “national socialist” state "Special companies” 
were officially designated, and were granted a complete mono- 
poly within each industry These were placed under the super- 
vision of the Manchukuo government, which meant the Japanese 
military. By 1938, forty-one designated corporations were already 
operating The mam bloc of capital for these companies was 
provided by the state But contrary to a widespread impression, 
these enterprises did not remain state owned for long Japanese 
history repeated itself in Manchuria. The private monopolies 
were soon invited into the Manchurian corporations, just as 
during the early period of Japanese industriali/ation the big 
enterprises established by the state were turned over to the 
Zaibatsu after an initial period of development 

As early as 1938, according to an official register, complete 
state monopolies existed only in the mining of strategic ores, in 
the power industry, communications and railroads, although 
the Yasuda Bank had been granted a small share m the all- 
powerful South Manchurian Railway Co The previous year 
great industrial interests developed by the state were turned 
over to a new corporation, the Manchurian Industrial Develop- 
ment Co., in which the Nissan trust was given an equal share 
with the Manchukuo Government Through this company 
within a year the Nissan monopolists held the controlling or 
dominant interests in coal and gold mining, steel production, 
light metals and auto. The Okuro monopoly retained its old 
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iron-ore and smelting works, while Sumitomo was edging in on 
light metals. Mitsui and Mitsubishi took over oil rehning, and 
were also finding a place in the production of autos, synthetic 
fuel, planes, and even m the Mukden Arsenal, the holy of holies 
of the militarists After the outbreak of the greater China war, 
the military relaxed their control sufficiently to encourage greater 
investment by the Zaibatsu, the old as well as the new 

As the Pacihc War progressed, the Zaibatsu extended their 
control of the colonial network, and tied it in more closely with 
their corporate structure in Japan proper Zaibatsu exploitation 
of the loot empire took two principal channels One of these 
was through the various development corporations established 
by the government for nine mam colonial regions of greater 
East Asia Capital was contributed equally by the state and the 
Zaibatsu, and each of the development companies set up subsi- 
diaries for various branches of the economy The other main 
channel was through the direct control of separate enterprises 
either established by the private monopolies in these regions or 
taken over directly by them from the military But the situation 
was not entirely satisfactory to the Zaibatsu in the areas overrun 
since 19^1, where the military were able to retain a greater 
degree of control than in Japan proper and in the old colonial 
sphere 

Simultaneously with the victory of the Zaibatsu control plan 
in Japan, the great monopolies were also able to diminish the 
interference of the military in the economy of the more recently 
conquered areas As a means of obtaining complete domination, 
the Zaibatsu sought to extend the Control Associations over the 
whole East Asia sphere, but here they met the opposition of 
the military leaders who wanted a voice in the choice of indus- 
trialists to be admitted into their zones and also general 
supervision over their activities This opposition was gradually 
overcome Many Manchurian companies became “voluntary” 
members of the Control Associations in Japan In other regions 
co-ordination was established through the various development 
companies, like the North China Development Co and the 
Central China Promotion Co , among others. New control asso- 
ciations, linked with parallel organs in Japan, were set up in 
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South East Asia, like the Daily Necessities Control Association 
in the Philippines, the Sugar Control Association for the 
southern regions, and a Timber Control Association. The Life 
Insurance Control Association allocated territories to Japanese 
firms in North and South China, while a similar organization 
allotted various territories to the newspaper publishers 

The most important victory was scored in November 194*, 
when the Greater East Asia Ministry was formed to absorb 
older agencies like the Manchurian Affairs Bureau and the 
China Affairs Board, both of which had been controlled by the 
military The new Ministry had administrative power over all 
business affairs outside of Japan proper, Korea, Formosa and 
Sakhalin The military were ousted from their former dominat- 
ing position, and the new Ministry, now under civilian control, 
became more directly an agency of the Zaibatsu. Through it 
they were able to co-ordinate their policy for the conquered 
regions, and to distribute the seized properties and assets to their 
own satisfaction The Greater East Asia Ministry played the 
same role with respect to assuring Zaibatsu control in the newer 
colonial empire, as the Munitions Ministry played with respect 
to the war economy in Japan 

Thus by the end of the war the Japanese monopolists held 
title to enterprises throughout East Asia This vast economic 
combine was dominated by the same small group of Zaibatsu 
which controlled the Japanese economy In Southeast Asia, the 
former owners will undoubtedly repossess many of these enter- 
prises In China also, the British as well as the Chinese capi- 
talists will seek the return of their mines, mills and utilities 
However, the American monopolists will exploit to the utmost 
the great bargaining power and the “right” to possession arising 
from the American control of the assets of the Zaibatsu General 
MacArthur was instructed by the White House to obtain a 
complete count of all Japanese external assets located in the 
territories detached from Japan, and to hold these “for disposi- 
tion according to the decisions of the Allied authorities.” The 
same directive declared, under the title “Equality of Oppor- 
tunity for Foreign Enterprise Within Japan”: 

“The Japanese authorities shall not give, or permit any 
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Japanese business organization to give, exclusive or preferential 
opportunity or terms to the enterprise of any foreign country, 
or cede to such enterprise contiol of any important branch of 
economic activity.”^® 

It does not take too much imagination to divine the overall 
strategy hidden in this directive With the Americans in on the 
ground floor in Japan they can very well determine what 
“equality of opportunity” is to be granted rival interests in the 
monopoly structure in Japan, while pressing for their own 
"equal opportunities” to the Japanese assets in Asia Especially 
in the inner zone of China, Korea, Formosa and Manchuria, 
American big business will seek to take over a dominant position 
m the closely integfrated Zaibatsu network, even if it may mean 
sharing control with the Japanese capitalists 

Such an attempt would naturally evoke throughout these 
areas the resistance of the democratic movements. Especially 
dangerous to the peace of the world would be an attempt by 
the American monopolists to take over the former Japanese 
position in Manchuria, to maintain the connection between the 
imperialist base in Japan with this strategic outpost in the heart 
of Soviet Siberia The possibility of such a development was 
undoubtedly foreseen by the Soviet Union when it took good 
care to crush completely and intern the Kwangtung Army, and 
to dismantle the arsenals and war plants in Manchuria Ap- 
parently this was also a prominent consideration in the Sino- 
Soviet agreement for joint ownership and management of the 
Manchurian railroad systems, as well as their associated enter- 
prises, and the joint supervision of Port Artliur and Dairen 
Nevertheless, the American expansionists operating jointly with 
their allies in the Kuommtang or with the Zaibatsu, perhaps 
with both, will not refrain from the attempt The maintenance 
of the imperialist base in Japan is linked with the effort to 
establish a big American sphere in Asia 



IV. The United States as a 
^orld Power 


THE UNITED STATES emerged from the war as the strongest 
imperialist power, predominant in both the economic and 
military spheres This is one of the most significant aspects of 
the new world situation following the defeat of the Axis 

Already on the eve of the war the United States was the 
greatest industrial power in the world, the premier exporter of 
both goods and capital, and the wealthiest national sector of the 
world market While other leading countries suffered the devas- 
tation of war and the loss of productive wealth, the wartime 
expansion of industrial production in the United States pro- 
ceeded at a rate unprecedented in American economic history 
These parallel developments increased further the relative 
weight of the United States in the world economy Simultane- 
ously, the emergence of the United States in the course of the 
war as the leading naval and air power, and its participation in 
the conflict on a global scale, placed it in a position to^lay a 
greater political role than after World War I. 

The old, prewar positions have become antiquated and no 
longer correspond to ihe actual relation of economic and mili- 
tary forces. Economically speaking, this applies especially to 
inter-monopoly and cartel relations in connection with the re- 
distribution of markets and spheres of capital penetration. It 
was to be expected that American big business, seeking to 
exploit the military victory to the full in its own interests, 
should immediately attempt to take over positions throughout 
the world, by whatever methods appeared best adapted to the 
political temper of the times The formation of American policy 
on the key economic and political problems of the peace is 
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affected basically by the underlying tendency to consolidate and 
expand the world economic position of the United States, 


X. WARTIME INDUSTRIAL EXPANSION 

Since the turn of «he century the growing world role of the 
United States was based largely on its abundance of natural 
resources and the great scale and efficiency of its industrial pro- 
duction During the war the output of American industry more 
than doubled The pace of expansion, at over 1 5 per cent annu- 
ally, exceeded the record established during the recovery from 
the crisis of the early thirties, and was more than double the 
rate of increase during the first world war A close examination 
of the elements of the unprecedented expansion reveals its one- 
sided and uneven nature, and shows its distinctly temporary 
character. Nevertheless, it does demonstrate the great potential 
of the American economy 

This expansion took place when the United States had 
already achieved during peacetime the premier world position 
as an industrial producer In fact, that lead was already so great 
that no other country could claim to be a close second The 
relative weight of the United Slates in the world economy 
during the prosperity years of the interwar decades is shown by 
the following* 

1 In the years 1925-1929, the United States accounted for 
48 per cent of world industrial production (excluding the Soviet 
Union) This is calculated according to net value of production, 
and the percentage would undoubtedly be less if it were 
measured by volume of production Nevertheless. United States 
production was already approaching half of total industrial 
production in the capitalist world 

2 A rough computation places United States national income 
in 1929, in terms of dollars, as high as m 23 other countries 
combined, including the United Kingdom, Germany and France 
Real income was less, due to the higher prices for goods and 
services in the United States But this calculation does show 
the important role of American purchasing power in the world 
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economy The United States was by far the richest single market 
m the world 

3 In igay-igaS, the United States share in the consumption 
of nine principal raw materials and foodstuffs was 39 per cent 
of the total consumption of these products in the 15 most 
important commercial nations This indicates the leading role 
of the United States as a consumer of world raw materials 

4 During the entire interwar period, the United States was 
the first exporting nation, accounting in igxq for 156 per cent 
of total world exports Her share of world imports was ist 2 per 
cent, exceeded only by the United Kingdom The United States 
was easily the leading importer of raw materials 

5 During the period 1919-1929, the United States provided 
more new capital abroad than the total provided by the United 
Kingdom, the Netherlands and all other capital-lending coun- 
tries combined ^ 

These comparisons are for the years of prosperity, during the 
great American boom which preceded the Great Depression 
They should be viewed in the light of the marked instability of 
the American economy, which gyrates between peaks and de- 
pressions much more violently than the economies of the other 
countries With this in mind, the temptation will be avoided 
of picturing the development of the American economy as a 
smooth and uninterrupted progress to ever higher levels. 

The magnitude of the wartime expansion is indicated by the 
War Production Board’s estimate that the physical volume of 
industrial pioduction had increased about 120 per cent between 
1939 Rnd 1944, and that the output of finished manufactured 
goods, taken separately, rose over 150 per cent.* William L 
Batt, citing the “stratospheric” figures of production in planes, 
tanks and other equipment, stated that during wartime the 
United States produced at a rate approximately “equal to the 
combined total production of all our Allies and enemies ”® 
Manufacturers’ shipments,* which are a good indicator of 

• Since 1939, shipments of transportation equipment — which includes aircraft, 
shipbuilding and railroad equipment — increased 85 times Electrical machinery 
increased about five times, other machinery four times, automobile and rubber 
products, three times, iron and steel, non-ferrous metals, chemicals and food rose 
anywhere from two to two and three quarters times. 
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industrial activity, in 1944 reached a new high of $1566 billion, 
amounting to 80 per cent of the total value of goods and 
services produced in the country* Steel production, which pro- 
vides the sinews of heavy industry, reached 895 million tons 
in 1944, the largest in the history of the industry This figure 
exceeds the steel production of the whole capitalist world in any 
year between 1930 and 1936. 

At the same time, and side by side with its war production, 
the United States was the only country which increased the 
output of peacetime goods In 1944, the American people bought 
by value 58 per cent and by volume ao per cent more goods and 
services than in 1939 

Even more significant than the volume of goods produced, 
was the creation of new industrial capacity Over billion ^.f 
new plant and equipment was added to American industrial 
capacity, increasing the over-all capacity of industry by at least 
40 per cent. Not all the new plant can be considered a per- 
manent addition to the American economy How much of it 
would be converted to peacetime production and what propor- 
tion would be scrapped still remained to be seen But an addi- 
tional productive plant had been created, exemplified — to take 
only one instance — ^by a 50 per cent increase in the number of 
machine tools available for industry * According to one reliable 
estimate, the United States produced facilities for manufacturing 
IS to 15 times as many machine tools as in the prewar period * 

An even more permanent and equally significant wartime 
development was the rise in the productivity of labor. The best 
measure of the efficiency of an economy is labor productivity 
This IS the resultant of technological advance and intensity of 
labor The latter is determined by the amount of physical and 
mental effort which the worker must exert in the production 
process Technological innovations in industry usually bring 
with them, especially in the mass production industries, a further 
rationalization of the labor process which, as in the conveyor 
system, simplifies the number of operations which a single worker 
performs but at the same time increases his intensity of labor 
Technological advance involves a combination of factors, such as 
the effective utilization of electric power, use of new substitute 
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and improved materials, new mechanical and chemical processes, 
increased speed and capacity of machines and new scientific 
methods for training and utilizing labor power 

The increase of labor productivity is especially marked in the 
development of the American economy.* Furthermore, the 
tendency is for labor productivity to increase even when the level 
of production declines Between 1989 and 1959, declines in 
production were accompanied by a marked increase of labor 
productivity, as measured by output per man-hour. In the 
manufacturing industries during this decade, productivity 
increased 32.3 per cent while production declined by 05 per 
cent f 

In the interwar years, the increase in productivity was accom- 
panied by a decrease in the absolute number of workers 
employed in manufacturing industry, even during the years of 
increasing production In the boom years of 1923-1929, the 
volume of manufacturing production increased 12 6 per cent, 
output per wage-worker increased 20 5 per cent, and the number 
of wage workers decreased by 7 6 per cent. This was a new trend 
in American industry the decrease of the total labor force even 
as production increased It resulted from increased labor pro- 
ductivity As a writer for the Temporary National Economic 
Committee put it, “High productivity and rapidly expanding 
production brought instability of employment and uncertainty 
of income to many, during this era of business prosperity 

During tlie war expansion, labor productivity tended to rise 
at an even faster pace. This is indicated by the fact that while 
the output of finished manufactures rose more than 150 per cent 
between 1939 and 1944, the number of workers employed in 
manufacturing industry increased only 60 per cent. Average 
weekly hours per worker rose during this period by about 20 per 
cent, which accounts only in part for the gap between employ- 

* From 1919 to 1989 the output per worker employed increased at an average 
annual rate cf 3 8 per cent, as compared with 17 per cent per annum during 
1899-1914 

tThis tendency was even more marked in mining and transportation In bitu- 
minous coal nining, productivity increased 315 per cent but production went down 
by 27 per cent, in anthracite, productivity increased 79 per cent while production 
declined 312 per cent, in steam railroads, productivity increased 311 per cent as 
production deebned by 85,8 per cent 
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ment and production. According to the War Production Board, 
the rise of labor productivity during this period was about 25 
per cent, accounting for about one-third of the total increase in 
the production of finished goods This would place the annual 
rise at about 4 2 per cent for all manufacturing industry, as 
compared with 32 per cent in the prewar decade.® Popular 
support for the war was an important factor, as indicated by the 
much greater productivity of the munitions industries In these 
industries, increase in the output per worker between December 
1942 and April 1944 was estimated at from 30 per cent to 35 per 
cent by J A Krug, Chairman of the War Production Board.* 
Thus, with respect to both industrial capacity and efficiency 
of labor, the wartime expansion had further increased the poten- 
tial role of the United States in the world economy. American 
productive capacity is undoubtedly well over half, and probably 
closer to 60 per cent, of the industrial capacity of the entire 
capitalist world In addition, the national income, even allow- 
ing for the price rise, had grown considerably, setting new 
records for the size of the American market During the war, the 
United States had also emerged by far the leading world exporter 
and importer And she had greatly enhanced her position as 
the world’s largest creditor nation 
For how long could this advantage be maintained? To what 
uses would It be put? 


2 INSTABILITY OF THE AMERICAN ECONOMY 

How much of the wartime expansion would prove permanent 
depended primarily upon the depth of the cyclical economic 
crisis, which was certain to come during the peace, and the 
measures taken within the country and on a world scale to cope 
with the effects of the crisis The instantaneous appearance m 
America at the end of the war of a reconversion crisis was a 
warning of the approaching crisis of ^overproduction, which 
threatened to engulf the entire capitalist world 

In view of the greatly increased weight of the United States 
in the world economy, a crisis in America would immediately 
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affect all other capitalist countries even more catastrophically 
than in 19*9 And, conversely, the course of the crisis in the 
United States would be equally influenced by the economic and 
political conditions obtaining in the rest of the world 

In addition to the elements of crisis which had been accumu- 
lated during the extraordinary wartime expansion, the American 
economy is afflicted with a deeply rooted propensity for violent 
fluctuations This has been generally noted in economic litera- 
ture, especially as it might affect the postwar world economy, 

A recent study of the Department of Commerce shows “that 
the amplitude and vigor of industrial fluctuations were consider- 
ably more pronounced in the United States than in foreign 
coiinlnes during the interwar period ’’ For example, between 
1929 and 1932, at the depth of the economic crisis, industrial 
production in the United Slates fell by 46 per cent as compared 
to a decrease of 27 per cent in the rest of the capitalist world *■' 
A leading American liberal economist, Alvin H Hansen, 
stresses the “menace” of American economic stability to the rest 
of the world. 

It IS, I think, a fact that the extraordinary instability of 
the American economy presents one of the most serious 
problems confronting Europe and, indeed, the whole world 
The great depression itself was, of course, a result of the 
interplay of a great many factors, partly internal and partly 
international, but there can be little question that the 
tremendous investment boom of the twenties in the United 
States (and in other countries fostered by American foreign 
loans), the succeeding high degree of temporary saturation 
and the ensuing collapse in the output of Bxed capital 
goods, particularly in this country, were the central core of 
the great world depression and determined in the mam its 
intensity and duration . . . 

A violently fluctuating American economy is a menace *^0 
economic stability in the rest of the world A chronically 
depressed America, unless the world can in some manner 
isolate Itself from this depressional influence, tends to infect 
other countries.** 
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Hansen’s view was shared by many others, especially abroad. 
Fear of a postwar economic crisis in the United States, with its 
inevitable effect upon world economy, dominated all economic 
discussions in Britain From the experts of the Federation of 
British Industries to liberal economists like Sir William Beve- 
ridge, the Brst emphasis was placed upon full employment in 
the United States, as the base of world economic recovery. The 
warning that the United States will “export unemployment and 
Its breadlines” recurred often, and this warning was merely a 
reflection of the deep concern caused by behaviour of the 
American economy during the interwar years Concern was 
deepened by the apparent indifference among big business 
circles in the United States to the kind of governmental and 
political action which would be required to mitigate the effects 
of a postwar crisis 

After a trip to the United States in late 1943, the prominent 
Swedish economist, Gunnar Myrdal, wrote: “It is to be expected 
that America after the end of the war . will experience a high 
degree of economic unrest. . . The economic development <>f 
America is going to have serious reprercussions on the whole 
world ” And this pessimistic view was sustained by the Swedish 
economist’s observation that there was no inclination in America 
to develop the postwar government planning and control which 
would be necessary to meet the catastrophe 

These observations were confarmed by events in the United 
States during the short period between the fall of Germany and 
the defeat of Japan, when the difficulties of partial reconversion 
already indicated the lack of a planned policy to cope with the 
danger of the coming crisis Much reliance was placed upon the 
imagined role of accumulated savings, proposed expansion of 
social-security payments and relief to the war-torn areas ro 
cushion the turn-over to peace production But the effect of 
these factors was laigely cancelled out by the large cut-backs in 
war orders which took place immediately after Germany’s defeat, 
the abrupt halt to all war production after Japan’s fall, the 
resumption of the normal working week, and relaxation of 
many economic control measures. This was immediately felt in 
a sharp reduction of the workers’ take-home pay and the begin- 
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ning of mass unemployment, acxordmg to some estimates, likely 
to reach 10,000,000 within a year after the end of the war While 
the resumption of peace-time production would restore the situa- 
tion somewhat, the reconversion anarchy would shorten the 
postwar boom and hasten the cyclical crisis. 

Despite these unmistakable symptoms, widely divergent sectors 
of American opinion, centering for the most part in Administra- 
tion circles, were insistent that the crisis could be averted by 
expansion abroad. While President Rrxisevelt, Henry Wallace 
and other government leaders, as well as many trade union 
leaders, also emphasized the necxl for public measures to cope 
with a postwar crisis, even they looked to increased American 
exports, three or four times beyond the prewar level, to save the 
country from a prolonged crisis after the first postwar boom * 

The general tenor of these programs reflected the basic 
tendency of American capitalism to expand on a world scale 
It was conceded that even the rich American market would not 
sustain the imposing structure of industry, and that extra- 
ordinary measures would be necessary to avert mass suffering 
But for the most part these measures were sought in connection 
with expanding the share of the United States in the world 
market The general disposition to overlook or underestimate 
the dangers arising from the instability of the economy was at 
least in part due to the mesmerizing influence of the wartime 
upswing and to preoccupation with the problems arising from 
the activation of the United States as a world power. 

The world market is a very uncertain quantity, particularly 
since the United States is so large a part of it Among the mam 
factors determining world market possibilities is the internal 
economic condition of the United States, and the foreign policies 
developed by the United States If the latter tended to sharpen 
rather than lessen the world poliucal crisis there could be no 

• a temporary boom was to be exi>ected followintr the end of the war, due to 
wartime shortages of consumers’ goods and the accumulated purchasing power 
which could i.ot be expended during the war period The level and duration of the 
boom were adversely affected by the beginning of mass unemployment, especially 
in the producers’ goods industries, cotinucd rise in prices, resistance of the trusts 
to the workers’ wage demands, high taxes on the lower income groups, and the 
intense world political crisis Estimates as to the length of the boom ranged from 
two to five years. 
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long-range perspective for the kind of democratic stabilization 
which alone could assure an expanding world market Opposi- 
tion to democratic changes in Europe, the recrudescence of anti- 
Soviet tendencies, aid to the suppressors of the colonial libera- 
tion movement, the aggressive expansionism of imperialist forces 
in America, and failure to take significant measures against the 
coming economic crisis were among the principal factors pre- 
venting the expansion of the world market 

The sharpening of the political crisis, even if it were to pro- 
ceed for some time within the framework of a Big Three 
understanding to maintain the pieace, could have no other effect 
than to restrict markets everywhere and hasten the approach of 
the economic crisis Failing appropriate measures taken in ad- 
vance, an economic crisis of great intensity, gathering in the 
midst of a deepening world political crisis, would overwhelm the 
United States 

This could be seen clearly in the wartime expansion which 
accentuated the very factors responsible for fhe extraordinary 
instability of the American economy These related factors, for 
which the American economy is especially noted, are the magni- 
tude of production, the high degree of concentration of economic 
power, and the advanced technology and high productivity of 
labor 

Before the wartime upswing, the permanent or long-range 
effects of these primary factors were stressed in American 
economic literature, especially in the studies of the Temporary 
National Economic Committee (TNEC), set up by Congress 
in 1938, on the request of President Roosevelt, to investigate 
monopoly One of these studies, on the effects of monopoly 
upon capital investments and national income, found that 
“concentration of income and wealth is the most important 
single factor leading to a volume of capital expenditures inade- 
quate for the maintenance and expansion of the national 
income ” Placed more simply, this recognizes the fact that the 
high concentration of profits retards the expansion and develop- 
ment of the economy This is proved by a detailed examination 
of the prohts, savings and investments of the American corporate 
system, leading to the conclusion : “Thus, it appears that so long 
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as a high degree o( concentration of income and wealth exists, 
a full use of resources may not be attained let alone maintained 
tor any long period ” Still another significant conclusion was 
that “under the existing pattern of income and wealth distribu- 
tion, the national income must rise at a fairly rapid rate or 
decline There are no intermediate positiom ' Another gov- 
ernment study came to some equally “revolutionary” conclusions 
with respect to the effects of technology upon the American 
economy Its central thesis is that technological advance, result- 
ing on the one hand in increasing laboi productivity and on the 
other in stimulating further concentration, has led in the present 
society to a “long-term imbalance” and to “fundamental dis- 
locations” of the economy It rejects the theory that capitalism 
could and would restore its essential equilibrium After a 
detailed examination of majoi studies on the subject, the mono- 
graph concludes that the state of unbalance leading to large- 
scale permanent unemployment may be exfiected to continue 
Furthermore, no lelief is seen from the basic tendency towards 
greater technological unemployment The matter is left sus- 
pended m air, with the following extremely provocative 
conclusion 

From where else can the stimulus be expected to come? 
From war? If the preparation for and the conduct of war 
constitute the only adequate compensatory force to the 
labor-displacing effects of technology, the proposition w'ould 
then be established that only through war can the present 
economic system be operated in such a way as to approxi- 
mate full employment 

Toda) a state of unbalance exists, and it seems likely that 
under present conditions unbalance will continue and 
perhaps become even more pronounced ** 

Technological unemployment is a basic attribute of highly 
developed capitalism, especially in a monopoly-capitalist struc- 
ture of high concentration and efficiency as in the United States 
It IS certain to reassert itself with renewed force in the peacetime 
economy, even during a period of relatively high production 
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levels, as happened m the prospcuty years of the twenties. But 
this time the effect will be even more serious, because of die 
large wartime intrcascs in laboi productivity and industrial 
efficiency According to estimates of the Department of Com- 
merce, if in iq/jG the (ountrs returns to the 1940 level of pro- 
duction, the army of unemplojed would stand not at nine 
million, as in 1940, but at 19 million " 

Monopoly and technology thus play an important role in 
preparing the conditions for a crisis of overproduction, in deep- 
ening It when It comes and in retarding recovery These factors, 
greatly accentuated during the war and the postwai boom, are 
leading duecth to great o\er product ion especially of industrial 
products and particularly of the products of heavy industry 
That IS the main dangei foreshadowed by the wartime expan- 
sion, and 'j\ the absence of economic and political factors which 
can compensate for the loss of the wartime market 
The character of the wartime expansion was such as to pre- 
pare a drastic decline in production as scxin as the war emer- 
gency ended The sharpest increases in output took place in 
industries that plaved a relatively small role in peacetime 
economy, like aircraft shipbuilding, explosives and light metals 
In these indusliies, production multiplied from 30 to 35 times 
lietwcen ihe second half of 1940 and the second half of 1944 
Ihese comparatisely new wartime industries, which can play 
only a minor role in the peacetime economy employed about 
21 per cent of the total industrial labor foice 
About 40 per cent of industrial lalxir was emplo)ed dining 
wartime in the basic peacetime indiistiies which had convertetl 
fully to war production Here, too. the rate of expansion was 
great The machinery industry increased its output more than 
300 per cent In this group also are the steel, nonferrous metals, 
uibbei, chemical, rayon and automobile industries, which ex- 
panded their production by between 100 and 200 per cent. 

Together, the war-expanded industries thus employed more 
than 60 per cent of the wartime industrial labour force, as com- 
pared with 30 per cent employed in the same industries five 
years earlier Out of the increase of 6 4 million workers in 
industrial employment between 1939 and 1944, 5.8 million, or 
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90 per cent, were accounted for by the expansion of the metals 
and chemical industries ** 

As will be shown later, the greatest concentration of produc- 
tion and the highest degree of monopoly occur precisely in 
those industries which underwent the greatest wartime expan- 
sion In the absence of any reasonable prospects of peacetime 
markets large enough to absorb -an output equivalent to the 
wartime level, these tiustified industries can be expected to cut 
capacity to the bone, without any regard for the welfare of the 
labor force Nothing short of drastic government measures to 
force full employment upon the monopoli/ed industries — and 
the prospect for this was dim indeed — could prevent a 
disastrous crisis 

The American industrial giant thus stands on very uneasy 
ground Having come to a position of a dominant world power, 
the United States finds that its main weapon, its great economic 
supremacy, is unsteady and uncertain Peace bungs the prospect 
of an economic disaster, and in its tram new political dangers 
The giant monopolies are impelled to anticipate the crisis by 
faking the very measures whuh will hasten it, such as restricting 
capacitv sharph and intensifying their struggle for world 
markets Nor can they be expected to overlook the benefits of 
maintaining a large military establishment to absorb some cf 
the slack in the economv and to hack then expansionist pro- 
gram No small part of the recovery from the last economic 
crisis was played b\ wai preparations pariicularly among the 
aggiessor powers The developing situation in the American 
cconomv immediately following the end of the war thus 
increased the danger of reaction and aggressive expansionism, 
especial Iv in view' of the tremendous economic and miluaiy 
power developed dtiring the war. 



V. Monopoly in the U. S. 


1 HE UNIl'ED STATES is the tlassit country of the trusts In 
no other capitalist country are the corporations so big, and 
nowhere are there so many big corporations France is known 
as the land of the “aoo families” The United States has an 
even greater right to be known as the country of the aoo cor- 
porations For 200 of the top industrial monopolies in the 
country, many of them interrelated, together commanded assets 
iQ the astronomical neighbourhood of about $100 billion by the 
time the war was over 

Ihe measure of monopoly in a country is to be found not 
only in the bigness of its corporations, but even more in the 
degree of control by the monopolies over the economy as a 
whole In this respect also, the United States ranks as among 
the most tlioroughl) monopolized countries in the world 7 ’he 
land of ‘free enterprise” is a land of giant trusts controlling 
every important branch of finance, industry and trade 

Monopoly America faced the war-devastated world as a great 
exponent of the freedoms hicedom for whom and freedom 
for what? An examination of the anatomy of the American 
corporate giant will help supply the answer 


1 PREWAR GROWTH OF MONOPOLY 

As throughout the capitalist world, the concentration cf 
economic power in the United States during the interwar years 
proceeded a» an accelerated pace This is shown in great detail 
bv the voluminous studies and investigations of the Temporary 
National Economic Committee.' This data is still to be ade- 

100 
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quately analyzed. For our purpose it will be sufficient to review 
only some of the most significant material 

Our first inquiry is directed to the concentration of produc- 
tion, which IS the best general indicator of monopoly Concen- 
tration of manufacturing operations m giant enterprises is tlie 
base of the monopoly structure Material on this subject is 
presented in the TNEC monograph. The Structure of Industry * 
It does not attempt to show the centialization of control ove^ 
many plants and branches of industiy, resulting iroiii collusion 
among several companies and arising fiom interlocking financial 
arrangements The study is devoted principally to the concen- 
tration of production in the physical sense, within single and 
grouped manufacturing establishments Since it is based primar- 
ily upon Census data, and thcrcfoie includes only acknowledged 
concentration, the results are admittedly an understatement of 
the actual concentration As TNLC points out, “there is at least 
this much concentration ’’ 

The first thing to note is a shatp trend towards very big 
operations in manuiacturing Between 1914 and 1937. the 
average number of wage-workers per establishment (with 
products valued at over $5,000 annually) grew Irom 37 to 51 
But the larger establishments accounted for most of the workers 
Only two per cent of the workcis m industry in 1937 were 
employed in plants with less than six workers, and such plants 
lepresented 41 per cent of all establishments At the very top 
were 978 establishments (Q 6 per cent of all establishments), each 
employing mote than i,ouo woikers, and these accounted for 
ab per cent of all woikers in industry Of these, 241 establish- 
ments employed more than 2,500 workers each and accounted 
for 14 per cent of all workers 

The concentration of production in the very large establish- 
ments led to the closing down of many very small manufac- 
turing units Establishments employing less than six workers 
decreased by eight per cent and those employing 6 to 20 
workers by 13 per cent between 1914 and 1937. The main 
decline in the number of small enterprises took place after 1929, 
that IS, as a result of the crisis The TNEC survey states: “The 
outstanding points in this record are tlie increase in the number 
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of large plants, during both the war period and recent years, 
and the marked reduction in the number of small establish- 
ments since igsg 

In the basic industries concentration was especially marked 
In iron and steel. 53 plants with over *,500 workeis accounted 
for ^8 per cent of all the workers in the industry, and establish- 
ments employing fiom 1 000 to 2.500 accounted for another 
23 per cent, as compared with 53 per cent for both groups 
combined in igi4 In the automobile industry, ig establish- 
ments employing more than 2 500 workers accounted for 70 per 
cent of all the workers in the industry in 1037, as compared 
with 64 per cent of the workers employed m 14 plants with 
over 1,000 employees in 1914 In the manufacture of rubber 
tires and inner tubes the propoition of workers employed in 
plants of 1 000 and more increased from 60 per cent in 1921 to 
84 per cent in 1937 The agricultural implements and engines, 
turbines and waterwheels cntei prises employing more than 1,000 
workers accounted for 28 per cent of the workeis in the industry 
in 1914 and for 66 per cent in 1937 In the aircraft industry, 
r,q per cent of the woikcrs were m establishments employing 
moie than 1,000 workeis in 1937, coinpaicd with 24 per cent 
in 1929 

Side by side with this inciease of very large units, there took 
place a further intcgtaiion of manufacturing operations among 
groups of enterpiises The Census gives data on cential office 
groups, by which is meant the control or operation of two or 
more plants by a shigle ownership interest Again the figures 
reveal only acknowledged integration of operations, and do not 
include cross-direction among a number of central-office groups 
But even this minimum is quite illuminating In 1937, 5,625 
central-office groups controlled 25,699 manufacturing establish- 
ments, or 15 per rent of the total They employed 51 per cent 
of the total number of woikers and lepresented 6i per cent of 
the total lalue of products in manufacturing The average was 
hve establishments per central office, but actually there is a 
much wider range of control, one central office alone controlling 
497 establishments, While these central-office groups include 
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many very large manufacturing units, they also include smaller 
enterprises, undei centralized operational control 

iioni the viewpoint ol monopoly control over the domestic 
and foicign commerce ot the United States, the most levcalmg 
data aie supplied by still another calculation in the same sui'vey 
The pioduction of almost 2,000 scpaiatc pioducts is analyzed 
to deteiiiiine what propoition of these pioducts is controlled by 
the leading four producers 1 he result is a reliable index to the 
general situation, and icveals more than any other available 
estimate the high degree of monopoly control in the country. 

(oi oiie-half of the pioducts studied, the leading four pro 
ducers accounted ior over 75 pei cent of the total output of 
each product ' Such contiol includes both consuinets and capital 
goods Four leading companies contiolled ovei half the produc- 
tion of 58 per cent of all pioducts in the food group, 62 per cent 
of all Items iti the forest, paper and petroleum g^oup, and 95 
per cent of the total muiiber of products m the rubber and 
uiachinety groups Many products were controlled almost 100 
per cent In the niachinciy, rubber, and chemical industries, 
from <j6 per cent to 40 per cent of the items were so highly 
concentrated that the four leading companies contiolled over 
90 per cent of the output 

These figures show that in each branch of industry four (or 
less) of the leading pioduccrs control directly through the 
manufactuiing pioccss at least half of the total production. And 
among each gioup of the four leading producers, a very large 
share of the production is controlled by the veiy largest* 

Thus far the statistics relate mainly to the size of manufactur- 
ing units and the concentration of production. But together 


*rhis l*i shown by the foUowiint cxainplrs Two llrms iHlwtcn them produce 
o\Lr 02 per cent of the eountrv's farm inipleiiu iits ('tneral Motors, lord and 
Chrjsltr toKClhcr aicoiiiilrd for oecr 'HI per <cnt of prodiution in the automobile 
indnslrv In the iron and steel iiidiistrv, the t’nitcd States steel Corp alone 
pohscssed oier AS per cent of the blast furnace capacity and almost 86 per cent 
of the rolliiifr mill capacity in l')38 The Sinminnin Co of America had a complete 
nioiioiKily of the industry The weiirbt of the lery largest companies in the 
industrial economy is also induulrd by the foUowinir Fifty of the larirest manu- 
facturinsr companies, operating 8,669 separate establishments, employed 16 per 
cent of all workers iii mannfactiirina and accounted for 38 per cent of the value 
of all manufactured products in 1AS7 Operations of these companies in non 
manufaclunns fields are not included in these figures 
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with the growing domination within industry of the very large 
establishments, extensive mergers and amalgamations took 
place, without necessarily disturbing the independence of the 
various enterprises as manufacturing units. In the twenty years 
between igig and ig^g, a total of g.518 companies disappeared 
as a result of recorded mergers and acquisitions in the fields of 
manufacturing and mining alone. The merger movement ex- 
tended into other helds as well For example, in igaG alone 
i.oag public utility enterprises were absorbed By igso, about 
one-half of the industry was in the hands of three controlling 
groups, while another ten groups controlled about 30 per cent 
of the industry 

The TNEC survey finds that 1925-1929 was a period of 
“feverish amalgamations", like the period of 1897-1903 when 
so many of the powerful American trusts were formed In both 
periods, says the government specialist, “the enthusiasm for 
bigger business was closely related to the activities of financial 
promoters and the willingness of the investment markets to 
absorb new securities ” From this it is correctly concluded, “The 
control therefore lies in considerable degiee in control over the 
money markets The basic problem shifts from the field of busi- 
ness structure and corporate entities to the financial world 
This conclusion coimides with Lenin’s, made in 1916, that in 
the imperialist period finance capital is the dominant force in 
the economy, as shown by the new and powerful position of the 
banks and financial institutions in all the leading countries 

Accordingly, too sharp a line cannot be drawn between owner- 
ship of the industrial plant of the country and financial control 
in genera] The control of the giant production enterprises is 
centralized ih the large industrial corporations, which in turn 
are interlocked among themselves through ownership control 
by the major finance-capitalist groups, like the Morgan or 
Rockefeller interests® The imposing concentration of produc- 
tion in the very large enterprises of American industry, which 
in Itself already establishes a high level of monopoly control, 
IS in turn subject to even higher and more centralized controls 

An effort to define the extent of centralized control in indus- 
try is made by another TNEC study, devoted to an investigation 
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of ownership of the itoo largest industrial corporations * At the 
end of 19^7, they had assets of nearly $70 billion, or about 45 
per cent of the assets of all non-hnancial corporations and 25 
per cent of the assets of all corporations 

The sum total of the findings can be briefly stated* roughly 
the top one per cent of all the shareholders in the country hold 
about 60 per cent of the common shares of the soo leading 
industrial corporations. This figure provides only a clue to the 
actual concentration of control, since with a relatively small 
portion of stock ownership it is possible to control vast combi- 
nations For example, thiee family groups — the du Fonts, the 
Rockefellers and the Mellons — together have shareholdings of 
nearly $1 4 billion directly 01 indirectly giving them control 
over 15 of the largest corpotations with aggregate assets of over 
$8 billion In other woids, ownership of less than 18 per cent 
of the stock proved sufficient to obtain control over a network 
of corporations 

Cross-directorships, holding companies, family gioup controls 
and other devices are used to win and maintain the dominant 
positions lor the finance-capitalist groupings within the corpora- 
tive system as a vdiole Basically, the high concentration of 
production and centralization of control determine the lole of 
the giant trusts in the economy But the direct controls estab- 
lished by big business extend beyond the monopolized sector 
into the so-called free sector of the economy 

Since World War I, and especially since the crisis of the eaily 
thirties, the trade associations provided the mam channels 
through which the independent enterprises and the ‘'outsiders" 
could be brought into line by the big monopolies In connection 
with the government controls of the first woild war, the trade 
associations developed rapidly, and in subsequent years extended 
into all branches of economic life, on a local, state and national 
scale They found a common program in the “open shop” cam- 
paign against the unions, the formation of company unions 
under the “American plan”, and in the maintenance of "self- 
government m industry”, by which is meant the self-regulation 
of each branch of industry and business without government 
interference.' 
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The "open shop" and the "American plan” were temporarily 
shoved into the background with the spectacular growth of the 
unions following the crisis, a development which commanded 
government piotectiou undei famous section 7a of the National 
Recovery Act But at the same time the dominating position 
of the giant coipoiations within the Uade associations was 
stiengthened dining the biief peiiod of goveinment-sponsored 
cai teli/ation undei the NRA Codes "The kev factor in the 
NRA progidin,” repotted the Department of Commerce, was the 
3,500 larger and ovei 10,000 loial associations and Chambers of 
Commerce 

The cartel fealuies of the NRA Codes have been widely 
noted During its existence the National Recovery Administra- 
tion appiovcd 874 Codes regulating industry and business The 
administration of the Codes was entnely m the hands of the 
tiade associations, and moie specifically undei the control of the 
dominant pioduceis in each held All Codes legulated terms 
and conditions of sale Most of them contained piovisions fot 
the diiect and inclncct lontiol of puces Man) Codes led to the 
allocating of maikets among the fnms in a specified field Still 
others lestiicied output and distiibutcd the available business 
among the various companies The Codes in effect accelerated 
the process which had become maikcd during the crisis, of 
suljoidinainig the smaller enterprises to the "leaders" in their 
branch of industry or commerce • 

By the time the Supreme Court abiogated the Codes they had 
already left a peiinanent caitel-like imprint on the trade associa- 
tions Many of the piovisions imposed thiough government 
legulation continued to opeiatc 111 one form or another under 
the dnect "self-goveinment” of the big coiporations over the 
trade associations The whole structure became more closely 
knit and more effectively luled by the "leaders” At the peak of 
the whole association structure in industry stands the National 
Association of Manufacturers Until fissures on matters of poliev 
appeared tempoiarily in the ranks of big business during the 
war, the NAM could undoubtedly muster sufficient evidence to 
support its claim that it was "the only organization exclusively 
representing the interests of American industry,” that is, of the 
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monopoly leaders in Amentan industry.® The inner group of 
the NAM, actually setting its tone and policies, is the Special 
Ckinference Coinniittec which is composed of the representatives 
of the biggest monopolies * 

An offshoot of NAM and conti oiled bv it, the National 
Industrial Council gathcied undei its wing the most important 
cmployeis’ and nade associations In 1940, its niembershio 
included J5 state indusliial associations, modelled after NAM, 
107 employers’ associations dealing with indiisti lal-labor rela- 
tions, and ga national manufacturers’ associations, including 
the dominant ones m heavy and light mdusity ‘‘Under one or 
another form of icpieseiitation,’’ says Robett A Biady in his 
study of the trade associations, “it seems probable that the NIC 
includes in its membership close to 80 pei cent of all manufac- 
tutiiig activity in the United States Ihe other so per cent, 
with lare exceptions, is made up of small-scale and relatively 
unimportant concerns ’’** Another product of NAM is the 
National Industrial Confcicnce Boaid, organued during World 
War I, which is an elaborate research and piopaganda institute 
for big business Among its affiliated and co-operating oiganiza- 
tions are the Air Corps, and the Military Intelligence and 
Ordnance divisions of the Aiiiiy and Navy 


s MONOPOLY IN IHL WAR ECONOMY 

During the war the monopolies not only increased their 
control of the countiy’s mdustiial capacity, including the new 
government-financed plant, but piled up tienrcndous profits 
and reserves Whatever passing bcncfils were received by the 
medium and small enterprises were nothing compared to the 
gains of the monopoly giants 

Basic production needed for war was already well concerr- 


* OrifaiiiiSca in I'US, and ni<.(.tinK monthly mulc that tunc, the Special Coii- 
fircnee LominiUcc included from the bCHTinninif Betblehcni Steel Co , E I Du 
Pont de Nemours & Co , General Electric Co , General Motors Corp , Goodyear 
Tire & Biibbcr, International Harvester Co, Irvins: Trust Co, Standard Oil Co 
of New Jersey, U S Rubber Co , and Westinghouse Mfg Co The AmericBn 

Telephone & Telegraph Co was added tn lOiS, and the U S Steel Corp in 1934 
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trated among the leading trusts. New war industries — like 
aircraft, explosives, light metals, synthetic rubber — were taken 
over by the automobile, chemical, oil and other existing mono- 
polies An occasional war baby, like the Henry Kaiser com- 
bine, was able here and there to elbow out some of the 
established interests, particulaily in temporary war-boom 
industries like shipbuilding and airplanes But the citadel of 
big business remained well fotrified against invasion from new- 
comers and disrupters 

By far the overwhelming share of the goveinment war 
contracts went to the biggest monopolies Between June 1940 
and March 1943, seventy per cent of all contracts were given to 
100 companies, many of them interlocked During the same 
period, government supplied 78 per cent of the $20 billion 
invested in over 17,000 plants General Motors, for example, 
received 85 billion m war orders and at least loo new plants 
and extensions of old ones New plant facilities of du Pont, a 
heavy stockholder in General Motors, amounted to over one 
billion dollars, in which du Pont invested only live per cent ” 
The steel trusts also received about one billion dollars in new 
plant and equipment 

During the peiiod of initial conversion to war production, 
from June 1940 to Maich 1941, the very biggest corporations 
got the gravy During these ten months war orders amounted 
to $13 billion, which is more than all the value added by 
manufacture for the entire industrial plant of the United States 
during the >ear 1939 Of all contracts, 45 per cent were awarded 
to SIX closely linked corporate groups, and bs companies of 
several interrelated combines received 80 per cent of the total.'® 
Later, war contracts were only little better distributed, as the 
bigger producers resisted further expansion of capacity and as 
the government took measures to draw the smaller concerns 
into war production But the essential ratio was not altered 

At every turn, the great monopolies guarded their interests 
zearouibly, .Senator O’Mahoney, who had headed the govern- 
meiitL''iQvestigatiun of monopoly before the war, told a Senate 
cumihittee: 
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Whether it be in the production of aluminum or rubber 
or steel or oil, many ot the giant corporations which parti- 
cipate in holding the bulk of the war contracts have done 
everything in their power to prevent the establishment of 
enterprise that might possibly compete with them after 
the war is over 

This was especially the case with respect to new plant built 
with government funds About $15 billion of federal funds 
were invested in the new plants Even the $10 billion invested 
by the corporations in new capacity could hardly be considered 
a private holding, since this sum was charged to current operat- 
ing costs, to be repaid by the government within five years 
Total new plant costs equalled roughly one-half of the esti- 
mated replacement value of all manufacturing plant and 
equipment in place in 19^0 The direct government investment 
alone was equivalent to almost one-third of that figure By the 
time the war ended government-owned plant amounted to :it 
least 1 per cent, probabl) closer to ao per cent, of the effective 
industrial capacity on hand Half of the government plant 
was operated b) 31 corporations, and 150 corporations operated 
77 per cent ** 

Through their management of the government plant, the 
corporations were in a position to determine the final disposal 
of the new capacity and to safeguard their monopoly Despite 
the widespread public condemnation of the aluminum trust, for 
example, Alcoa was permitted to protect its position fully and 
to insure its postwar monopoly The production of primary 
aluminum rose sixfold during the war Half of it was in the 
Alcoa-owncd plants, and most of the remainder in new plants 
built by government funds and managed by Alcoa. The govern- 
ment Defense Plant Corp invested $800 million in new 
aluminum plants, of this new output 96 per cent was in the 
hands of Alcoa as manager And this increased production 
came about only after the shortage of aluminujj,^y pp . fe| g|^ ^ 
disrupt the whole air program, due to the refusal g ^^ico^ o^ 
increase capacity for fear of postwar surpluses 

New source materials and new methods, whi^ 
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increased production m non-Alcoa hands, were consistently 
rejected Alcoa’s sister in Canada, Alcan, also received very 
profitable contracts from Jesse Jones, then Secretary of Com- 
merce and head of the Metals Reserve Corp New plants were 
so located as to make their postwar operation unprofitable or 
to assure then disposal automatically to Alcoa Thus the 
aluminum trust siuceeded in retaining its complete monopoly 
during the war’’ 

The ssnthetic rubber industiy was developed entirely under 
goveinment auspices By 1O/J4 it had a capacity of 865,000 long 
tons per year, substantially exceeding United States rubber 
requirements and almost equal to world production of crude 
rubber in recent peacetime years This key and highly special- 
ized new industry was financed b\ the goveinment Not a cent 
of private funds wms invested in its tw'o leading products. 
Buna-S and Butyl About $boo million of government plant is 
involved, owned by the Defense Plant Corp It is operated on 
a management fee by the leading corpoiations interested either 
in the soiuce material or the final pitnluct — by the oil refining 
(hemical and tire manufacturing companies While the pro- 
cesses have been made available to all companies involved in 
the new synthetic lubber industry, these patents were trans- 
ferred to the government on the condition that they be made 
available after the war only to those companies which co- 
operated m the synthetic pool 

The dominant corporations interested in rubber are in a 
position to determine the final disposal of the industry This 
is a poweiful weapon for the American trusts to bludgeon their 
way into the older Empire markets and fields of investment 
Before the war practically all natural rubber came from the 
Far Fast, mostly fiom the Dutch East Indies and Malaya The 
United .States consumed well over 50 per cent, sometimes as 
high as 60 per cent, of world consumption of crude rubber. 
Production W'as controlled by the rubber cartel set up by the 
governments of Britain, Holland, France and Siam By their 
control of the synthetic industry in the United States, the 
American trust magnates now hope to break this monopoly in 
crude rubber and take over a share of the industry. Whether 
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fully Utilized or partly permitted to stand by, the industry 
serves as a club with which to obtain new advantages in South- 
east Asia and m the world cartel structure as a whole ** 
Thioiigh management of government wai plants and their 
own research laboratoiies expanded with stale funds, the big 
torporations commaiuled man) technical and scientific dis- 
coveries made in connection with the spurring of munitions 
production Besides synthetic rubber, other important new 
materials, including plastics and svnthetics were developed for 
practical application in industr) Government-sponsored indus- 
trial research led to many significant innovations in methods 
and processes of pioduction and in the perfecting of new 
manufactured pioducts Piivate inonopol) tould use or store 
away for future use the knowledge oi “know-how" of wartime 
achievements in such significant fields as electronics, communi- 
cations, and ]et-propulsioii Bv far the most significant scientific 
discovery of the w'ar was in the field of atomic energy, the 
immense constructive as well as destructive possibilities of 
which challenge the imagination as no othei recent discovery 
Here, too the big corporations were in on the giound floor 
In the official report on the atom bomb. Atomic Energy for 
Military Purposes, Henry D .Smyth mentions over a score of 
important corporations involved directl) in one or another 
aspect of rtseaich and work on the atom bomb The du Pont 
chemical trust was most closely identified with the project. 
Since the end of iq4J! du Pont shared with the Metallurgical 
Laboratory of the University of Chicago the principal responsi- 
bility for producing plutonium, the fissionable material used 
m making the bomb On the recommendation of General L 
R Groves, in charge of the project for the Army, du Pont was 
selected to construct all facilities for the production of this 
material It designed and constructed the small-scale plant at 
Oak Ridge, Tennessee, and built and operated the big pluto- 
nium plant at Hanford, Washington Du Pont scientists and 
engineers became members of the research and engineering 
staffs. Many key technical people employed by the trust were 
"loaned" to the Metallurgical Laboratory, where research on 
plutonium was concentrated. According to the official report, 
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all signiricani research data on plutonium was reported to the 
corporation, and the laboratories engaged in this aspect of the 
work were instructed to furnish dii Pont with whatever infor- 
mation w<is requested In addition to plutonium research and 
production, du Pont men were involved in producing the pure 
uranium metal from the oxide, in the development of catalysts 
and new coolants and lubricants needed for the chain-reacting 
pile where fission of the atom is induced and controlled 
Other corporations shared in important aspects of the work 
A representative of Monsanto Chemical Co , for example, 
served as chairman of a committee on the chemistry and 
metallurgy of plutonium This committee correlated the work 
of the University of Chicago laboratory with the work at Los 
Alamos. N M . where the atom bomb itself was manufactured 
Westinghouse was engaged in the work of purifying uranium 
oxide and producing the pure metal, supplying more than 
6,000 pounds of uranium by the end of 1942 It was also in- 
volved in the high-speed centrifugal separation of the isoiypes 
of uranium, and together with General Electric supplied 
electrical equipment and control for various bianch.es of the 
undertaking Another big corporation connected with the 
project was Standard Oil, whose Development Co laboratories 
in early i()42 took over experiments on the separation, cf 
uranium by the centrifugal process Standard Oil scientists 
also supervised the construction of the heavy-water plant in 
Canada Union Carbide and Carbon Corp operated the gas 
diffusion plant, and participated in other branches of the atom 
project 

The scientific as well as technical knowledge which has been 
kept from our greatest wartime ally was thus made available 
to corporations that before the war maintained the closest 
cartel ties with the German trusts Many cartel agreements, as 
noted in an earlier chapter, specify that arrangements for the 
exchange of information w'ere to be resumed after the war 

Although the contracts with du Pont and other corporations 
specify that patents developed on the project belong to the 
government, these monopolies have acquired the “know-how” 
at no expense to themselves during the early and most costly 
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phase ot experimentation and production Nothing prevents 
them under present conditions (lom iitili/ing this knowledge 
to develop then own processes m the field of atomic eneigs 
As concents peacetime use, the) aic in coiitiol o( a whole new 
branch of technology with ininiensc possibilities in power 
heating, industiy, transpoil medicine and science For all 
practical pin poses, the) aic in a position to detcimine how 
fission and its pioducts ate to be used in these fields, if at all, 
or to stole the secrets away to piotect then investments in the 
established indiistiics 

As IS to be expecied ihe process of concentration was greatl) 
acceleiated dining ihe war 'Ihis is shown most cleail) by the 
increase in ihe niimhei of woikeis eniplosed m the \eiy laige 
plants In it)|3 plants with nioie than i ooo woikeis accounted 
lot 45 pel cent of all woikers in maniitaclin mg. mining and 
constiiiclion as compaieci to 30 pei cent in ii)‘?‘) ’’ Many of 
these laige plants ate iinclei single ownership or control These 
data, pel haps moie diamatically than othci statistics, reveal 
how' the powcT of monopoh has giown dining the war, and 
show Its doinniaiit iiifliience o\ei the whole economs and over 
emploMnenI 

hiiitheimoie the war expansion remained w'ell confinect to 
the old incliistiial aicas of the noitheastern and north central 
states Whatevei eiilhiisiasm was aioiised In the appearance of 
an occasional new plant in an hitheito iniiiidiisiiiali/cd region 
clamoiing lot new life and activii) piovcd premaiine Most 
new' plants appealing in the South 01 West remote fiom the 
usual industrial and liansportation centcis, w'cie scheduled 
foi the scrap pile as soon as the w'ai ended The Wai Pioduc- 
tion Board leports that the cenlei ol maiiiifatliii ing leinanied 
where it was bcfoie the wai, and that the degree of concentra- 
tion of piodiiciion in a small numhei of metropolitan areas 
has been ven little reduced As much as 03 pci cent of tlie 
new industiial capacil) W'as Icxated 111 tyq previously existing 
manufactining areas which in 1930 had 84 per cent of the 
nation’s industrial workers 

When one considers the stupendous wartime profits of the 
big* cdrporations and the swollen reserves accumulated by them 
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during the war, their postwar campaigning for high prices, low 
wages and tax relief can be characterized only as brazen looting 
of the nation Despite the increased tax payments on wait line 
profits, net profits of industrial corporations, after taxes, 
increased from $55 billion in iq'^q to $() 4 billion in iq44 The 
profits earned diiimg the five wai -production years totalled 
over $87 billion During these years the niaigin of prolit 
increased from fi per cent to a high of 11 6 per cent Working 
tapital of the industrial corporations more than doubled, 
making ivailable a tremendous reserve for reconversion In 
addition to $^i billion in cash and goveinment securities on 
hand at the end of iqj4 the corporations had accnmiilated 
credits with the Treasurv of about 1^25 billion in the toiin of 
excess-profits taxes winch could be called upon in case postwai 
profits fell bebns the iq'tq average’* By the end of iqit). 
according to the Fedeial Rcseive Board, liquid capital ol ibt 
industiial coipoiations reached $}7 billion 

Tins vast accumulation of capital by the industrial coipora 
tions IS supplemented by an equall) vast concentration of 
capital III the banks and insurance companies also available 
for industiial and cominetcial linancing At the t*nd of iq4i 
the 20 largest commercial banks held deposils totalling $^q 
billion, or 28 pei tent of the funds on deposit in the nation’s 
14.500 banks®" 

Concenliation of war orders in the ver) big corporations as 
well as material and labor shortages and consciipiion, bad the 
eftect of accentuating the tendency for the smaller enterpiises 
to disappear In January iq45, the Senate Small Business 
Committee reported that nearl) 5CX)ooc) firms, 01 onc-sixth of 
all business establishments in the country, had closed down 
since iq4o The mortality was heaviest in the commercial lines, 
but many of the smaller industrial establishments weie affected 
Because of the giant scale on which American production 
operates, establishments employing less than 500 workers are 
considered among the “smallei” industrial concerns These 
numbered about 165,000 During tq43, only 13 per cent of 
Anny war orders, 8 per cent of Navy contracts and 11 per cent 
of Maritime Commission orders went to concerns employing 
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less than 500 workers ” On such skimpy fare, many of the 
smaller concerns, especially the smallest among them, could 
not survive 

A special study by a numbei of goveriiiiient de}»rlinents of 
the smallest manufacturing hrms (employing up to 125 
workeis) lescals that the sura total of their physical output 
remained it about the 1941 level, but that the output of the 
smallest plants declined during the war period The samples 
studied are lepresentative of the situation of some 62,000 
tonceiiis m piactically all branches of industry Plants employ- 
ing up to seven woikcrs produced by volume in January 194^ 
roughly about 35 pei cent less than in January 1941 The 
situation was a little better for conccins employing 8-20 
vvorkeis, foi which the decline in volume of pioduction was 
about 18 per cent Plants employing from 21 to 125 workers, 
as a gtoup weie able to increase both the value and volume of 
their pioduction, but at a rale tar below that reached by 
inanufactuiing as a whole. 

It IS appal ent that the smaller ftriiis — and the smaller they 
are the nioic (rue it is — were relatively little benefited by the 
wariniie expansion About 58 per cent of the whole group 
investigated ic|}oited some war pioduction, and only 44 per 
cent repoiLed that war output leprescnted more than half of 
their pioduction What tins means in terms of the life ex- 
pectancy of (he smallest industiial enleiprises is indicated by 
the fact that '{2 per cent of the establishments reported either 
that they did not expect their business to be as good in 1943 as 
in 1912, 01 that they would have to close entirely*® 

Nor docs small business have the necessary capital tor re- 
conversion, with a speed and on a scale enabling it to with- 
stand the piessurc of the corpoiate giants 


T SOME CONCLUSIONS 

The basic tendency towards greater concentration of econo- 
mic power in the hands of the monopolies, characteristic of all 
imperialist countries, proceeds apace in the United States. As 
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elsewhere the development was accelerated by World War I, 
and especially by the economic ciisis of the thirties and b) 
World War II 

I he inain characteristic ol the Ameiuaii etoiioiiiy, as com 
pared with that ot oihei majoi capitalist coiiiitucs, is the mag- 
nitude of pioduction Ibis is cxpicssed cspctially in the tre- 
meiulous powei ol the ti lists and monopolies I he American 
corporate giants acconni foi a \ciy big poilion not onh of the 
total pioduction ol the United Stales but ol the whole capitalist 
world (hiile apait lioin the degree to which the “free” or 
non-monopoli/cd secloi ol the econoiiiN is biought iiiidct the 
duminalion ol the monopolies, the onlptil of the tiustihed 
industries and then actual oi potential capacitv piovidc a 
dccisnc poilion ol the output and capacils ol woild capitalist 
industi ) 

Tins condition gives use to a luiiiibet ol niipottanl features 
chataclctisiic of the domestic and woijd position of Atnciicau 
monopoly 

The Alltel lean tiiists aie able to compete against the biggest 
piodiiceis ol am othei single count] and in many cases even 
with the Idigest monopolies of a iiiimbci of conntnes gathered 
in caitels 1 he weak^ '.nig oi coiitiol of Cleiiiian and Japanese 
itionopols capital the economic decline ol Ilritain and Fiance, 
tugeihei w'lth the fuither giowth of inonopoh in the United 
Stales duiing the wai gieath enhance the lelalive weight of 
the Ameiican li lists in the capitalist w'orld cconomv 

Ihe attempt to exploit tins advantage, to lake over the 
positions in the world cconomv of the monopolies of the 
defeated (oiiiitncs and to absoib or elbow out the combines of 
the w at -weakened t'aiions, is the motive power ol an aggressive 
and expansionist foieign policy A conciete aspect of this is the 
anti-cartel piogiam of the gmcrinneiit coinciding with the 
ititeiest of the main inonopoh gioups in industiy and finance 
These no longei find acceptable the piewai division of markets 
and spheres of influence, and aic diiviiig for a new allocation 
on a woild scale in which the American tiusts will occupy the 
dominant positions 

The vast wartime accumulation of surplus capital by the 
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monopolies is in itsell d poweihil impetus lor expansion out- 
ward While the biR capitalists will make cveiy effort to 
maintain the extiemely high wailimc late ol piolit, piincipallv 
b) innmlaiumg piessuie uu wages but also bv boosting prices, 
the field for piohlalile investment at home will leinam limited 
and the lale ol profit w^ill fall Moie pioliiable Iields of invest* 
ilient will be sought abioad, especially m the ecoiiomicallv 
batkwaid countiies where the rate of piolit is higher Such a 
ilio\'’ement took place altei Woilcl Wai I, when American 
capital cxpoiLs exceeded those of all oihci capiial-expoitnig 
Countiies eombined The capital now at the disposal of the 
monopolies is niiieli giealei than dining the peiiod of outward 
expansion in the twenties, and moieovei this capital is also 
tiuich moic higlib eoncentiated I he piessuie foi econoinie 
expansion within the Aiiiciican sphere of influence and into all 
other spheies is coiiesponclinglv gieater 

Vaiious theoiies cuiieiit cluinig the wai that this capital will 
be used to laisc the American staiidaicl of living overlooked 
the simple tiuth that m -a capitalist economv the law of proftt 
governs the uttli/ation of capital As Lenin pointed out in his 
hnfu’iiahiiii, “as long as capitalism lemains what it is, $urplu,s 
capital will iievei be utili/ed lot the pin pose ol laising the 
standaid of living of the masses m a given couiiti) lot this 
would mean a decline m piofits lot the capitalists, it will be 
used foi 'he pin pose of nuieasnig those piofits by exporting 
capital abioad to the backwaicl countiies”*'' 

The fiee cn non-liustified sector of the Ameiican economv 
continues to come moie and mote under the domination of the 
monopolies This pioecss undoubtedly has been grcailv speeded 
b\ the wai But theic is an impoiiant vaiiation in the Amen 
can development as compared, foi example, with the British. 
Because of the vast pioduction tindci the diieet control of the 
trusts, the eoipoiate giants are able to maintain domination of 
the economy without the aid of laige-scale goveinraent inter 
vention to force the smallei pioduceis into caitels 
1 The independents are biought under control of the mono- 
polies, in the mam, with a ininmunn of government mterven 
tioii, largely through mergers and thiough “self-government m 
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industry” by means of the trade associations. With the excep- 
tion of agriculture and the brief NRA period, a pioduct of the 
crisis, government econoniic contiols even duiing W'oild War 
II were not as complete oi extensive as in other leading capi- 
talist countries While many of the wartime controls operated 
to the disadvantage of the smaller concerns, these controls were 
not directed towaids the creation of government-sponsored 
cartels, as was the case in England 

Undoubtedly, the anti-tiust laws played a ceitain role in 
restraining domestic caitels and in favoring the fomiation of 
single coipoiations commanding an output large enough to give 
them control of the market with a minimum of cartel controls 
But this IS not a prime factor 

The scale of .Ameiican production, from the beginning 
making use of the newer techniques and requiiing vast 
amounts of capital, was conducive to the formation of giant 
cntei prises and highly centralized corporate control The great 
integration of industiy, incoipoiating the experiences of the 
older capitalist countiies, des eloped caily in .\mcrican indus- 
trialization Laige-scale pioduction in modern enterprises also 
favored greater efficiency and labor productivity, giving the 
.\mericaii monopoly giants a compctitise advantage in the 
domestic and woild maikets Under these circumstances, 
igoveiiniient-sponsored caitclization of the economy did not 
become a piessing necessity for the trusts, except in the period 
of the ciisis 

Especially in view of the new advantages gained during the 
wartime ^xpallsloll, the monopoly giants were stiorig enough 
within the countiy and so favorably placed with lespect to 
foreign inonofKilics that they eschewed any form of govern- 
ment intervention which would lestrain or restiict their acti- 
vities The gigantic “free enterprises” wanted nothing to 
interfere with their freedom to operate at home and abroad 
To assure this fieedoin became the principal objective of 
American foreign policy. 

Willie the tiiists dominate the economy, the small and 
medium entei prises still account for a large volume of produc- 
tion. In relation to the output directly controlled by the trusts. 
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the output of the non-trustihed sector is small But in com- 
parison to similar enlerpiises in othei couniiies, many of the 
so called miallei estahlishmciits in the United States can be 
considered giants Struggling against absorption or elimination 
by the big monopolies, constantly trying to extricate them- 
selves from the controls exerted over them by the trusts, these 
independent producers constitute a source of the anti-trust 
movement in the United States Piessure fiom this source also 
leaves its imprint upon goveinment policy, as expressed in the 
anti-tiust laws and in the anti-monopoly program of President 
Roosevelt 

This should not be confused with the cartel-busting of the 
government and of the trusts directed against foreign-dominated 
cartels hfowever, the middle-class anti-tiiist movement pro- 
vides a certain base for the demagogs which is characteristic of 
the American expansionist program ‘Pice enterprise” and all 
the other economic freedoms, in the name of which the 
American trusts seek to extend ihemselses throughout the 
woild have for a long time been dear to the independent 
producers fighting the domination of the trusts at home Thus, 
in government policy a certain meiging takes place between the 
traditional inuldle-class trust-bust iiig and the “cartel-busting" 
of the trusts This helps explain the democratic flav'oring of 
the American expansionist program — which nonetheless, 
remains essentially the progiam of the monopiolies 
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WORI.D WAR. II li.{s weakenetl the Biitiiih and ^Uengthened 
the United States po-jitions in the woild The detline of Rncain 
as a woild powei and the me leasing role of the United States 
have been inaiked tendencies since the turn ol the century 
riie ysai has c|iiukencd this significant shill in woild power 
relations 

B\ the end of the war, the United States was no longer 
merely polentt(iU\' the piedoininant capitalist world power it 
was assuming that role adtveh, In the political as well as the 
economic sense although this de\elopment was at times 
obscuicd by iiicptncss m the spheie ol lorcign polit) What 
evei political considc*ialions chew Biitain and the United 
States togcthci, the rnaliy betyseen them siimiltaiieously tended 
to diiyc the III apait 

1 he delcMt ol the Ams poivers left onh Biitain and the 
United States as first latc imperialist poueis Intel -impel lalist 
riyaliies hayc been simplified considciabh in the sense of the 
reduction in the i.unibci of leading contenders, haying been 
lecUued m the main to the iiyaliy betyveen Biilain and the 
United States But il the antagonisms hayc been sinjplified m 
that sense, they hayc also been intensified 

I he United States seeks to take over the woild positions 
roinincnsuiatc with its poivcr Britain attcinpis to regain or 
defend positions jneyioush yvon against the encroachments of 
the United Stales Dependent empnes and second-rate imperi- 
alist poyvcis lend to gioup themselves as satellites aiound one 
or the other majoi poyver And Britain herself is in danger of 
becoming a "junior partner" of the United States. 

ISO 
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1 PREWAR DECLINE OF BRITAIN 

The economic decline of Britain arose primarily from the 
growing stagnation of her indusiiy as compared with the rapid 
development of the industrial newcomers, chiefly the United 
States and Oermam B) iqoo the Untied Slates had already 
outstripped Britain in indusliial pioduction, although it was 
still a small lead But by the tune of World War I, the United 
States had forged far ahead On the c\c of the war the value 
of United States production was two and one half times as 
great as Britain’s Even liclore the new expansion of industry’ 
m the United States dining the first wai. Britain was already 
being eased out of the American marlet the greatest in the 
world 

At the same time, the rise of Germany created a more im- 
mediate threat, because of the lovs'er capacity of the German 
domestic maiket and especiallv because Geiman manufacturers 
were speciali7tng in supplving luiopean and colonial markets 
as the Japanese also were beginning to do Hovsevei, despite 
the sharpened competition Biitain was able to retain her 
supremaev in woild tiade and as the world’s money-lender and 
investor She also retained het leading position as a colonial 
and naval power 

In the years following World War I, Britain’s industrial 
production remained stagnant while the piodurtive machine of 
other powers notably the United States continued to expand 
From iqi*? to 11)29. American production mcieased by 70 pei 
cent, while Britain’s denea^ed by one pet renl ' Formerly the 
proud leader of the industrial 1 evolution, Britain became 
technically backward as compared with the newer industrial 
countries 

The tendencies to parasitism and decay, noted by Lenin as 
among the characteristic features of capitalism in the stage of 
imperialism, became ever more pronounced Larger and larger 
portions of capital investment flowed into the luxury industries, 

•steel prndnctinn exceeded Britain’s fuiir-riild, pi ir iron three-fold, consunip 
tion of cotton by one and onc-half times, coal output almost two-fold. 
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while investment in the basic industries declined drastically * 
This same tendency continued to operate even during the 
period of the great economic crisis * While the productive 
machine at home deteriorated, Britain’s upper classes depended 
more and more upon their rentier income from abroad At the 
end of the last century, income from foreign investments had 
already reached loo million pounds, exceeding the income 
from foreign trade by five times. By 19x9, rentier income from 
abroad more than tripled, reaching 375 million pounds, which 
exceeded the income from foreign trade by seven times ' 

As a result of the stagnation of industry at home, expoit 
trade declined More dependent upon foreign markets than 
any other industrial country, Britain became less and less able 
to withstand competition on the world market By 1939, the 
production of textiles, traditionally a leading item in British 
foreign trade fell to one-fifth of the 1913 level, during a period 
when the world consumption of textiles rose about 31J per cent 
In 1939. (oal expoits w'ere about half and pig-iron exports less 
than one-fifth of the prewar level Between 1994 and 1933, 
total exports declined by more than h.ilf 

At the same time, Britain came to depend upon her empire 
inoie and moie for foreign trade 1 he portion of total txpoits 
going to the Empire rose from 37 per cent m 1913 to 44 per 
cent m 1931, but duiing the same period imports Irom the 
Empiie increased only Irom 95 per cent to 987 per cent ot 
total imports Ihus, while England was becoming moic 
dependent upon her Empire to absorb her declining exports, 
the Empire trade was becoming more widely distributed and 
less dependent upon England^ The gieatest inroads were 
being made by the United States')' 

* In the ten vcir period l‘li4T)lS, only 27 million pounds went into the iron 
and steil, inetiil workinit, nie«.hnnicnl enKinceniij; and coal minini; industries, as 
coinpirid with 42 million pounds in the ten year period from 1904 to 1912 Durinn 
tlw li\e Mars I'lJ*! I'Ml, thi period of the crisis, only 0 4 million iKinnds were 
invisUd in basic industry, while 11 fi million pounds went into breweries and 8 2 
million into theatres, hotds and similar seryiccs 

tlhe share of imports by the Fmpire coniinK from the United States increased 
from 22 per cent in I'lll to 2(i pir cent in 192*) By that ytar, the United States 
dominated the Canadian market, M per cent of Canada's inipoits coming from the 
United States and onl> lit per cent from tbe United Kmgdum In South Africa, 
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Explaining the root of Britain's production difficulties during 
the second world war, R Palme Dutt showed how England’s 
former industrial supremacy had turned into a hindrance 

The old nineteenth tentuiy preeminence laid the basis 
for a long unchallenged monopoly in the markets of the 
world, in shipping, commerce, international finance, and 
the export of capital, as well as in colonial expansion 
When in the last quarter of the nineteenth century, 
younger rivals, especially Ameiican and German industry. 
. began to overtake and outstrip Biitish industry by more 
modern technique and organuation, the still continuing 
strength of the British world position and the volume of 
world tribute flowing into this island tioin every quarter 
of the globe lemoved any diiving compulsion to cany 
through a corresponding model ni/ation of technique and 
organisation of British industiy American and German 
industry shot lorward, British industry fell lelatively back 
ward British capitalism in the twentieth century became 
more and more a rentier capitalism, living on world tri- 
bute and the results of past accumulation rather than 
present prodiutive elficiemy The basic industries and 
agriculture were neglected, the luxury trades, home con- 
siimption industries and unproductive services advanced 
By iq'}7 this degeneration had reached such a pitch that 
7 he [London] Economist (Nov sto, u)‘{7) could describe 
“foreign investment'’ as "the nation’s gi cutest single 
industry 

As will be shown later, the extension of monopoly institu- 
tionalized the technical backwardness of British industry A 
by-product of tlie growth of monopoly was the controlled 
restriction of output in a number of basic industries In steel. 


Britmii’s share fill from ">7 to 41 per irnt, while that of the Unitiil Matts rose 
from nine to 18 per cent In AiistruUn, the British share fell from 53 to 40 per 
lint, while the \iiirriiaii share rosi from to 2.» jur cent In India, where 
lapaiic^ competition was stroiialy felt, Britain’s share of the market fell from 
65 to 40 per tent, while the United States iiiiriased her share from three to seven 
per cent 
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the number of blast furnaces was reduced, with the result that 
while British production moved from 92 million tons in 1920 
to 105 in iq'jS, German pioduction dining the same period 
lose from 78 million tons to 2‘j 8 million Between 1935 and 
1937, as a result of reduced shipbuilding capacity, British ship- 
ping tonnage was reduced by 1,869,000 tons while the German 
was increaicd by 923,000 tons, and the Biitish portion ot world 
shipping fell from 41 per cent in 1914 to 3b pei cent in 1937 
In the textile industiy, the government-sponsored amalgama- 
tion prcKess resulted in the destiuction of 14 million spindles 
between 1930 and 1935 — nioie than the total ruimbcr of 
spindles in the eninc Geiman textile industry Diitt calls' this 
destruction of the pioductive forces of the nation “tlie peace- 
time Vorched-eai th’ policy ot the Biitish monopolists"* 
During the intci wai veais, Biilain lost one leading position 
after another to the United States In this period, the United 
States became the liist expoiting nation in the world, the chief 
exporter of capital, and the center of the world money market 
She also began to appioach Britain m naval strength How- 
ever, due mainly to the Kmpiie which had been enlarged still 
furihei as a result of Woild War I, Bi Haiti exported a much 
greater shaic ol her iiianutactured pioducts than the United 
States i\nd .ilthough Aiiieiican investment abioad had ex- 
panded gieatlv, impinging moie and more upon Britain’s 
traditional spheres including even Greece, Biitain was able to 
maintain Jiei ioieign investments These icmained much larger 
than the nivestiiicnts of the United States in Asia, Africa and 
\ustralia, and even in Aigentina and Brazil 


3 WARTIME DECLINE 

The weakening of Britain’s economic position, already 
apparent as a lotig-iatige and growing tendency on the eve of 
the war, was greatly accelerated during the course of the con- 
flict Despite a significant wartime rise in production, British 
industry and efticienty continued to lag far behind the Ameri- 
can Wartime commercial exports declined drastically Foreign 
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capital investments built up over a long period had to be 
surrendered Not so long ago the gieaiest cicditor nation in 
the world, Britain betaine transfoimed into the woild’s greatest 
debtor nation Valuable colonial possessions in the tar Last 
were lost Kinpiie bonds weie weakened, and Empire units 
established closer economic ties with the United States Not all 
these losses ate pciinancnt But the net result is unmistakable 

As compared with 1938, the volume of output increased 
roughly by 40 per cent during the wat In view of the long 
standing stagnation of industrv, the waitnne destruction at 
home and the shaip cut in im{x>its (some 40 per cent), this is 
a significant acliicvemeut Lend-Lease materials from the 
United States, aid fiom the Empire and the expansion of 
agricultiiie in England* compensated for the diop in imports 
But the inciease 111 piodnctioii was due mostlv to the great 
effort and sanihce of the woikeis, and to the fullei utili/ation 
of available resotiices nuclei waitime goseniment planning 
Reduced consiimplion by the English people was an important 
coiitubution to raising the production of war goods Increased 
labor productivity, estimated at ir, per cent (output per man- 
hoiit) for all Biitish indiisti), and double that in munitions, 
was still mote important 

Thus the waitime upswing of the Biitish economy can be 
ascribed mainh to the political loices operating dining a war 
which cn|oyed the full suppoit of the tiade unions and the 
people, and not 111 the mam to technological improvements 
and expansion of industrial plant An indication of the relative 
contributions to the expansion of wartime output can be 
obtained fiom analy/mg the rise m the national income, which 
was doubled between 1938 and 1944 Slightly over 57 per cent 
of the national income was spent on war The London 
Econoniiit has estimated that this 57 per cent, roughly equi- 
valent to the increase in the national income, was made avail- 
able as follows* by increased effort, 25 per cent; by reduced 
constimption, 16 5 per cent, by reduced returns to domestic 
private capital, ^75 per cent; by increased drafts on overseas 

* Six million additional acres weie placed in cuttiiation, and three million 
more were reclaimed during ihe war 
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capital, 8 25 per cent ^ Thus, well over 80 per cent of the 
increased output for war may be said to have been contnbut-'d 
by the higher efficiency of labor and the reduced standards uf 
the people 

It IS noteworthy that while British production as a whole 
rose, production in a number of basic industries, such as steel, 
coal and shipbuilding, was below the prewar peak even as late 
as the third year ol war With an eye on postwar possibilities, 
the monopoly leaders in a number of key industries resisted all 
pressure to increase capacity for fear that it would prove ex- 
cessive and unprofitable after the war In August 1941, after 
Hitler’s attack on the Soviet Union, it was announced that 
some sections of the steel industry could close down for the 
duration Tlie more profitable coal seams were saved for work- 
ing after the war And in industries directly producing muni- 
tions for war there was much evidence of idle capacity * 
Undoubtedly, the flow of Lend-Lease goods fiom the United 
States and Caniida, and speculation upon the possibility of a 
long and indetisivc Geiman-Soviet conflict contiibuted to the 
feeling among British industiial monopolists that they could 
afford to use less than their full productive capacity 

Such increases in production as did take place were far 
from sufficient to keep pace with the doubling of wartime 
production in the United States The rise in labor efficiency 
did not even begin to approach the tremendous improvement 
which would be required to catch up with American industrial 
efficiency 

It IS estimated that the average American woiker produces 
in an hour form one and one-half to two and one-half times as 
much wealth as the average British worker* During the war, a 
textile mission under vSir Frank Platt visited the United States, 
and after comparing the British and American industries 
reported that in spinning. British output per man-hour was 18 
to 40 per cent less than American, and in weaving 56 to 67 per 
cent less How far Britain lagged behind even in her premier 
industry is shown by the fact that there arc over 600,000 
automatic looms in the United States as compared with -onlv 
14,000 in Britain. The Platt report found that Britain is from 
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*5 to 30 years behind the United States m the organization of 
Its textile industry 

The coal industry, which is basic to British economy and 
supplies a leading export item, also lagged far behind Accord- 
ing to the New Statesman and \ation, “the American miner 
produced, before the wai, nearly four times as much coal per 
day as the British miner “ And during the war, little was done 
to improve British coal mining *“ Walter Hill, the trade editor 
of 7 he [London] Economist, writing in an American publica- 
tion, put the matter cpiite frankly 

The need for greater eflitiency in the utilization of its 
resources has come to be regarded as Biitain’s central 
economic postwar problem It is the prime condition of 
Britain's suivival as a great industrial and commercial 
jxiwer 

The overwhelming preponderance of American industrial 
power was registered in the world trade advantage gained by 
the United States even duimg the war By 1944, England’s 
expoits had declined moie iluin 50 pei cent by value and 70 
pel cent oy volume since the start of the war On the other 
hand, in addition to $30 billion of Lend-Lease exports, United 
States commercial expoits by mid-it)44 began to exceed then 
pre-war level * “We have not only become the principal arsenal 
of democracy,” boasted a repirt of the Foreign Economic 
Administration, 'but also the world’s foremost exporter of 
commercial goods 

The decline in exports, to be expected duiing war, would 
not have been so serious for Britain were it not tor the loss of 
many of her old-established economic positions abroad By 
mid-1945, according to a British White Paper, $4 5 billion ut 
overseas assets, representing about one-third of Britain’s foreign 


* In 1943 the value of exports of civilian-type (.oniinercial goods was $3,9%) 
ttiitlion as compared with the 1930 193H average to non-Axis controlled areas of 
$1,900 million But during the first six months of 1944, commercial exports from 
the Unitid States had alrtady reached an annual rate higher than the prewar 
avirage of exports to all areas, iniluditig those areas since cut off by the Axis, 
and the rate has been rising steadily 
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investment, had to be expended to meet war needs. And the 
end was not yet in siglit If to this is added the destruction of 
British properties in occupied areas about half the British 
investment had lieen at least temporarily lost The sale of 
foreign holdings involved the transfer of long-established and 
highly prohialile investmenis. such as gold-mining shares in 
South Afiita railroad interests and tea plantations in India, 
and shares in Ihiiled Slates and Canadian industries* 

Biitain’s economic position was seriously affected by these 
losses In the fust place, the flow of rentier income, before the 
war excecxling the profits from foreign trade many times, was 
cut at least in half Secondly the loss of these economic posi- 
tions abioad placed Riitain at a great disadvantage in the 
competitive sliiiggle foi markets, particnlaily in those areas of 
the Empire and in the traditional Rtitish sphere of economic 
penetration where she is challenged b\ the United States And 
thirdly, 'he heavy loss of income fiom abroad — not only rentiei 
but also the income from shipping and banking services 
conneclecl w'lth trade — confionted Britain with great difficulties 
in attempting to legaiii her piewat level o( trade, for she has 
financed her gieat excess of inijjoris ovei exports largely out 
of this income With the diastic cut in loreign tribute, the 
technical backwaidness of Riiiish induslrv W’hith was now 
called on to supply a much greater volume of export to pav 
for the raw inateiial impoits needed by the “island,” became 
an even more serious impediment 

How serious can also be seen from the fact that in addiiiciii 
to foreign piopeiiv loss, England has also gone deeply into 
debt to her Enipiie In exchange for the export oi use of wai 
materials, the Dominions, India and other units of the Empire 
were credited in the London banks with huge balances in 
pounds steiling It is estimated that these balances, together 
with other loans, by the end of the war reached I135 billion 
and continued to grow' 'Fhis sum was almost equivalent to the 

• In India, Burma and the Middle East $1 4 billion of British holdings were 
sold, over $1 billion in India alone, in Australia, New Zealand, South Africa and 
Fire, $810 million, m Canada, $90o million, in South America, $483 million, and 
in the United States, not eoiinting rullatoral for a Keionstruction FinanLC Corp 
loan, $830 million, almost half of Britiab tuveatment in the country 
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prewar net national infome of Kngland, and far in excess of 
the value of foieign investments still retained by British 
interests’l' These halaiues together with othei type loans, re- 
piesent claims against Biitain, in addition to whatever other 
liabilities might eventuate from Lend-Lease 

I'ar from being in a position to regain hei former trade 
advantages through the extension of foreign credits, Biitain 
herself had to seek large tiedits from the United States These 
conditions sharpened the competitive struggle For Britain 
sought to increase hei industrial expoits piecisely to those 
counliies and dependencies where she was in debt and from 
which she must import industrial raw mateiials And it is 
precisely hete that she was ehallenged b) Ameiican economic 
expansionism 1 hiongh the extension of large ciedits to Britain, 
the United States hoped to force its wav into the old and now 
rathei tenuous spheres of British iiiHncnce 

Britain sought to iccover hei economic positions largely 
through a determined cxpoit drive, that is by a drive for re 
gaining and extending her positions in the world market 
British political economists ol practicalh all political persua- 
sions supported this drise During the wai, Sii Stafford C>ipps, 
Minister of Airciaft Pioduction and a leadei ol the Labor 
Party, pointed out that sooner or later production in Britain 
would have to contiibute to liquidating the enormous foreign 
debt, and this meant tripling the value of the export trade 
"That means a carclull) planned and prodigious effort in the 
expoit market in which all oui skill, oui adaptabiltt) and oui 
responsiveness to consumci demands will be called upon," he 
wiote “We must not just revert to our picwar industrial set 
up, for we know that it had proved itself quite incapable of 
producing .1 high degree of efficiency or of competing in the 
export maiket with the most up-to-date machinery and organi- 
zation of our competitois 

From the viewpoint of postwar markets Lend-Lease, most 
of which went to F.ngland and the Lmpiie, held gieat advant- 


tlndia alone held at least S-l tnllioii in sterling lialuiKts in london, Egviit 
about $t billion, hire, $68(1 million, and siualler but signifieaiit sums wen due 
other British Empire units, as well as Argentina, Brasil, Uruguay, Portugal. 
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ages for the United States and unavoidable disadvantages for 
Britain It became unnecessary during the war for Britain to 
push exports to pay for imports, and this resulted in discourag- 
ing wartime exports. On the other hand, the United States 
derived many advantages from Lend-Lease in connection with 
the expansion of its share of the postwar world market Lend- 
Lease products provided very effective advertising at govern- 
ment expense through “free trials” in many markets which had 
been only slightly touched before the war, and introduced 
“new lines" in many old markets In the Dominions and other 
parts of the British Empire, wartime industrialization was 
carried out largely with lend-lease materials and this was bound 
to have an effect in encouraging postwar purchases from the 
United Silkies “It will be interesting to see,” says a study 
prepared cy the U S Department of Commerce, “to what 
extent piivate trade can follow up this introduction given to 
American goods by Lend-Lease in British countries ”‘® 

In still another way, the lend-lease program provided the 
United States with a useful instrument in expanding its own 
position on the world market Only very general provisions tor 
lepaymeiit are made in the lend-lease agreements, which state 
in Article VII 

111 the final determination of the benehts to be provided 
to the United States of America by the [country receiving 
lend-lease aid] in return for the aid furnished the terms 
and conditions thereof shall be such as not to burden 
commerce between the two countries, but to promote 
mutually advantageous economic relations between them 
and the betterment of world-wide economic relations 

Althougn the agreement eliminates repayment in money and 
goods. It does not dismiss repayment as such, in the form of 
"benehts to be piovided to the United States ” This placed 
the United States in the decisive position to determine the 
“economic lelatioiis” and the kind of measures for the “better- 
ment of wiuld-wide economic lelations” it would consider sufiB- 
cient repayment of Lend-Lease. 
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3 THE WEAKENING OF EMPIRE 

Britain's economic weakening, together with the political 
changes occurring during the war or initiated by the war, loos- 
ened the bonds which connect England with the component 
parts of the Empire This is not to say that a complete dissipa- 
tion of the Empire was already in sight as the war came to an 
end But the process of disintegration within the Empire, 
already well advanced dur»ng the inter-war years, had been 
accentuated. 

In the Dominiuns. especially in Canada and Australia, the 
pace of industrialization was greatly accelerated during the 
war Under normal conditions the industrial expansion of 
Canada during the war years might have taken at least two 
decades She became the fourth largest producer of war supplies 
among the United Nations But to think that Canada had 
become a powerful and independent power would be erroneous 

By the outbreak of the war, i8 per cent of all the capital 
invested in Canadian industrial and commercial companies was 
controlled in the United States In manufacturing alone, the 
profiortion was even greater, fully one-third of the industrial 
investment being owned by United States capitalists, while in 
mining and smelting the projjortion reached 38 per cent 
Investments from the American neighbor of Canada far over- 
shadowed British interests At the end of 1939 the total foreigjn 
investment was fy billion, of which the United States accounted 
for $4 X billion, while British capitalists held only %x 5 billion 
American companies controlled over 80 per cent of automobile 
production, and over half of the output of electrical apparatus, 
rubber goods and non-ferrous metals Between forty and fifty 
per cent of the production of chemicals, machinery and non- 
metallic minerals was controlled in the United States “ The 
relation was changed overwhelmingly in favor of the United 
States during the war, as British investors were forced to sell 
over one-third of their Canadian holdings while government 
and private investment in the enterprises engaged in war pro- 
duction greatly increased the American stake t 
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Wartime industiial expansion occurred mostly m the indus- 
tries largely contrvilled by the United States corporations, such 
as ainraft, motor vehicles, communications equipment and 
aluminiini The qualitative thanges which occurred in these 
indiistiies were of importance to the Canadian economy 
Before the war still largely functioning as assembly lines for 
parts manufactured in the United States, they now were geared 
to practically the (onipletc manufacture of the finished pro- 
duct On the other hand, industries largely under Canadian 
control also grew, such as steel piodiiction and a completely 
new domestic madunc-tool industry, which was developed 
under govcinmeut sponsorship and (ontrol 

A great wartime mdustiiali/ation occurred also in Austialia, 
largely with the use of American mdustiial etpiipment and 
tethnical aid*' 

In South Africa, the West Indies and the Afiican colonies, 
American peiietiaiion also proceeded, to a varying degree and 
pet haps not on the scale ol the other Dominions and areas But 
m these parts of the British Fanpire, as also in the Middle 
Fasten! and Meditenaiiean Biitish sphere of influence, cco 
noinic penetration was supplemented by naval, military and 
air bases, ollering an opportunity for the postwar expansion of 
airlines and comiiuinKations not likely to be overlooked by 
the Ameiican coiporalions And in the vSouth Aincricati zone of 
British influence, especially in Brazil and to a lesser extent in 
Argentina, wartime expansion by the Ameiican interests was 
especially maiked in pieparation for a determined postwar 
drive to establish unchallenged supremacy in the southern 
sphere of Latin America 

The higher industrialization of the leading Dominions and 
the increased wartinic role of the United Stales in their eco- 
nomies made it siill more difficult for Britain to maintain an 
Fanpire front j>i\-n-vis the United States Internal Empire rela- 
tions were greatly complicated by these wartime developmenis 
Canada became the third nation in world trade, following 
Britain With limited internal markets, the greater productive 
capacities impelled Canada and Australia to seek larger markets 
abroad Canada sought outlets in Latin America and tlie Far 
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East, while Austnlia looked towaids the nearby markets ot 
Southeast Asia It therefore became increasingly difficult for 
Britain to maintain the system of Finpire picfcienres on the 
basis of exporting manufactured goods and importing food and 
raw materials, for this no longer met the requirements of the 
leading Dominions Thus the weapon whuh Britain had come 
to count upon heavily situc the Ottawa Conference of 1932. 
when prefeiences icplaced flee trade within the Empire, became 
less effective 

While holding m to Empire preferences for whatever bargain- 
ing power they might offer, Biiiish policy sought to exploit the 
coininoii teal aioiised among all lesser countries by American 
cxpansionirni A public exchange between Lord Halifax, British 
Ambassador to the United States, and the the C«inadian Prime 
Minister Madcen^ie King at the beginning of 1944 was illus- 
trative of (he lug-o<‘-wai between Britain and the United States 
In a speech in the United States obviously intended to halt the 
inter-Amencan direction of Canadian policy. Lord Halifax 
proposed that the entire British Enipiie should "pursue in all 
matters of external relations a common policy to be framed 
and executed by all the govcinnients of the Commonwealth 
To this, the Canarlian Piirne Ministci irplicd in the House of 
Commons on January 31, 1944' 

In meeting world issues of security, employment and 
social standards we must pm not only with Common- 
wealth counlues but with all likc-mmdcd states, if our 
purposes and ideals are to prevail Our commitments on 
these great issues must be part of a general scheme, whether 
they Ire on a world basis or regional m nature 

While the leading Dominions increasingly fell within the 
orbit of United States influence, the mam crisis of the Empire 
developed within the colonial sc*ctor The crisis extends back 
to World War I Since then, and especially in Asia the move- 
ment for national liberation matured rapidly — unevenly, with 
many twists and turns, but nevertheless spreading, and power- 
ful enough to create a continuous and chronic crisis. This 
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cumulative political crisis was heightened by World War II, 
which unsettled all colonial relations. 

The defeat of Germany and its partners in Europe left 
hanging in the balance a number of secondary and dependent 
empires, not only the Italian and Spanish, but also the Dutch, 
french and Belgian Biitain’s imperial might suffered perma- 
nently as a result of Japanese successes in Southeast Asia 
Malaya, including the powerful base at Singapore, and Burma 
passed temporarily to the Japanese, and India was for a time 
directly threatened Indonesia, a Dutch possession but closely 
woven into the British network of colonial power, also fell to 
the Japanese Thailand, in the past semi-dependent upon 
Britain, was also lost, while the huge French colony of Indo- 
China likewise became a part of the Japanese loot empire 
* Siuh extensive transfers, even though temporary, could not 
help but raise anew the question of the reallocation of colonies 
following the defeat of Japan It is noteworthy that the Cairo 
Declaration of December i, itMS- I>y Britain, the United States 
and China made no mention of the treatment of the colonial 
and semi-ct'lonial areas of Southeast Asia beyond providing 
that Japan was to be deprived of them The United States 
inevitably present^ itself as a chief contender in the prospec- 
tive redivisions, for the most part along the traditional lines of 
American policy in terms of the “open door’’ and “free access” 
to existing empires 

This does not mean to say that territorial acquisitions are 
excluded by American policy A general claim was made for 
strategic bases throughout the Pacific area, as well as in Africa 
and elsewhere, most of them under American mJitary occupa 
tion These were to serve as the underpinning for the exercise 
of American military and political pressure over an extensive 
part of the globe But the function of this pressure was still 
seen as supplementary to a main policy of economic penetra- 
tion Its aim was lo facilitate free entry into the colonial sphere 
of other powers and to bolster new expansions of the Amreican 
influence, as in China and defeated Japan Hand m hand with 
economic expansionism, supported by a huge naval and air 
power, the United States had also, in varying degrees growing 
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less and less as the Pacific war entered its hnal phases, urged 
political reform within the colonial world of a kind which 
would break up the British monopoly and permit American 
participation on the political plane 

Aside fiom the broader implications of American policy in 
China and defeated Japan — ^which are discussed in a previous 
chapter — the expansion of the United States position in East 
Asia has the effect of delimiting the British influence in the 
Far East Although the British position in China was not 
completely eliminated, the United States had already made 
great headway by the end of the war in establishing itself as 
the dominant influence in Kuomintang China This not only 
placed the British inteiests at an enormous disadvantage from 
the viewpoint of restoring their previous spheres of penetration 
in China, but provided the American interests with an import- 
ant base from which they could exert pressure throughout 
Southeast Asia In at least one part of China — the portion 
dominated by the Kuomintang government — the objective of 
the “open door,” which had been the traditional American 
policy, was very near to realization And from here the objec- 
tive was to swing the dcxir open into the colonial zones of 
Britain, France and the Netherlands 

In the leading lole played by the United States in the Pacific 
War, as compared with the insignihcant part played by Britain, 
the American government had an advantage it was quick to 
exploit 1 his It did hrst of all in Japan, the erstwhile ally of 
Britain m the Far East By assuming full responsibility for the 
occupation and imposing its own policies in the treatment of 
Japan, the United States took over the control of the kev 
imperialist position in the F'ar Fast How successfully this posi- 
tion could be maintained was still to be seen But, among other 
things, the United States had assumed bv far the dominant role 
in the Far East, vis-a-vts Britain And it seemed obvious that the 
United States would utilize the advantages already gained to 
press for considerable participation in the exploitation of South- 
east Asia 

The American expansion in Asia and the drive towards an 
even greater economic share within the colonial sphere became 
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<i big iaclor in intensifying the crisis nf the colonial world, and 
especially of the Biitish empire 

However", the most serious threat to the old colonial stiucture 
came fioin an entirel) dilFcrenl direction Hard on the heels 
of Japan’-* defeat came the first big colonial revolts, in French 
Iiido-Chnia and Dutch Indonesia Before the former rulers 
could return in foice, the Annamitc and Indonesian liberation 
movements establisncd independent rcpublits and took up arms 
in defense of then sovcieignty 

Rub in raw materials and situated at a strategic crossroads 
of empire, Indonesia had long been considered among the 
gieatest colonial -pii/es While the French had been able to 
maintain more or less of a monopoly ovei Inclo China, the 
Dutch have had to share the spoils m Indonesia with the British 
The speed with which the British inteivcned in both rolonies, 
With the professed aim of retuiiiing them to their former rulers, 
who were too weak themselves to suppress the tepubltrs. revealed 
how general and deeply tooted was the colonial crisis A break 
in the colonial w'oild aiiywheie W'oiild be certain to affect evre) 
ma|or empire, and especially the iieaibs British colonics of 
Malaya Banna and India II the United Stales w'as so quick 
to stake oil! claims in fast Asia, the British weic certainly not 
to be found napping in Southeast Asia 
Through the occupation of northern Indo-China by the armies 
of the (diiiiese Central Government, the United Stales had 
ahead) gamed an approach tow'ards this area From the Philip 
pines, whose people had some traditional ties with the Indo 
nesians. the United States could also hope to influence the 
people of the formei Dutch colony And through its command 
of credit and resources the United States was counting upon 
obtaining new footholds in this rich colonial aiea Despite the 
piinciples proclaimed in the Atlantic Charter which President 
Roosevelt had stated applied also to the Pacific the American 
government showed no disposition to oppose the re-establish- 
ment of ccdonial rule To be sure there were suggestions about 
collective trusteeships and |oint regional councils, in which the 
United States woiud participate alongside the colonial powers 
The object.ve was not to do away with colonialism as such, but 
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to reshuffle colonial rule in a manner which would break up the 
old colonial monopolies 

British power was most seriously challenged in India Follow- 
ing the repressions of i94«, the independence movement was 
for a time stalemated But the deep political fermentation 
proceeding in India could not be stopped, and following the 
defeat of Japan the independence issue was again pressed for- 
ward W.irtime economic developments aggravated the politic<fl 
crisis The food i amine and highly inflated prices stirred the 
peasant and labor movements into greater activity, and they 
came to piay a more important role within the indepiendence 
movement £xpan<'ion of the war industries strengthened the 
Indian capitalist groups, while American economic penetration 
progressed considerably during the war 

Waitime industrial expansion in India lagged lai behind the 
pace of expansion in the Dominions, being basically retarded 
by the colonial relationship with England Indian industrialists 
complained bitterly that Britain would not permit the growth 
of industiy on a scale made possible by the lesources at hand, 
despite the need to supply the Far Eastern war theaters While 
It IS doubtful that Indian industrial production as a whole 
exceeded the prewar level, notable advances were made mi 
supplying consumeis' goods, in some lines sufficient to supplant 
imports, in expanding existing industries such as iron and steel, 
and in establishing some new ones * American exports to India 
also increased greatly during the war Including Lend-Lease 
they were nine times greater in 1942 than in 1939, commercial 
shipments alone being ovei twice as much '* The weakening of 
Biitain’s Cl edit and investment position in India, combined with 
the strengthened position of the Indian industiialists and the 
waitime expansion of United States exports, were important 
supplemental y factors intensifying the political crisis The 
Indian industrialists showed an increasing disposition to link 
up with American business interests in their planning for post- 

• Aciorcling to the II S Department of Commerce, steel output was increased 
lU i>er cent during the war, engineering workshop i have grown in numtier from 
600 before the war to nearly 1,600 by niid-lS43, including 23 new railway work- 
shops Many other expansions and production <>t new products are noted, especially 
in armaments and munitions 



1^8 WORtD WONOPOLV AND PEACE 

war industrial expansion, and some American corporations 
tended to seek Indian rather than British co operation m 
extending their inteiests in India 

It IS unlikely ikat the paltry concessions ottered by Britain 
will suffice to abate the independence movement or stem the 
competitive penetration of the United Stales It became obvious 
after the Labor government came to power, that far more basic 
political developments within Britain w'ould be netessaiy before 
a radical change n the colonial polic> would take place In the 
meantime, all the elements of a major crisis accumulated at J 
swift pace in Ind’a, deeply influenced by the independence 
revolts m Southeast Asia 

There remains to be considered the geneial sphere of relatne 
military sliength. as a long-range factor aflecting the world 
positions of Britain and the United Stales The aimed power 
of the United States is determined in the fust place by iis 
overwhelming industrial supeiiontv I his was demonstrated 
dramatically in World War II In addition to supplying huge 
amounts of war materials to its allies, the United States 
oig^ni/ed and equipped almost from scratch armed forces 
totalling ig million men, built up the greatest an force in the 
world, arid fashioned a navy perhaps greater than all other fleets 
combined d'hus, measured puiely in quaiiiitaiive terms — the 
effective military strength of a nation involves other important 
and even decisive inotal and political factors — there is no ques 
lion that the United States enjoys complete mihiars superiority 
ovei Britain 

The serious weakening of Britain during the war, together 
with the rapid economic and military expansion of the United 
States, resulted in a shift of the world position of the two 
leading imperialist powers This shift had not yet been com- 
pleted, and It would not be completed without further crises 
But the change was already far enough advanced to constitute 
more than a tendency or merely a potential shift of power, 
which would have dragged out over a longer period if the war 
had not iniencned 

This shift of positions of Britain and the United States, taking 
place as it does in the midst of a world political crisis, shaipens 
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the basic antagonitni between the two powers and deepens the 
ciisis Even if Biitaui should be loiced to sunender many 
vital positions to the United States, and assume more and more 
the I ole of a satellite, this cannot lake place without arousing 
a political upheaval ol major pi opoi lions within P.ngland, and 
stimulating a ladital change m the vast colonial empire 

It may well be (hat the gieat stiains and diHiculties ol keep 
ing the Empire logethci will be loo much ioi the British ruling 
rlass, and they will become inoie inclined to lean upon the 
United States for suppoit It is quite possible that the British 
ruling classes may puichase Ameiican economic support by 
playing the lole of bulwark ol reaction in Europe and in the 
colonial world Strong tendencies existed on both sides of the 
\tlantic at the end of the war to hnd common ground m an 
anti-Soviei front ri both Euiope and Asia But developments 
in this diicction vsould mean the eventual subordination of 
Britain *0 the United States And this is a piospcct that the 
English people can hardly be expected to welcome The British 
impciialisis aic not likely to give up without a violent struggle, 
hut should they find subordination to the United States the 
acceptable alteinative to basic progiessivc changes in Britain 
and the Empire, the British people would be impelled to find 
another way 



VII. Monopoly in Britain 


FORMERLY THE CLASSIC land of laissez faire, Britain has 
relinquished this role to the United States where trustified “free 
enterprise ’ now dispenses the freedoms to the world The 
doctrine of the cartel has become dominant m England Hand 
in hand with the shifting world positions of Britain and the 
United States, there also occurred a signiBcant change in the 
structure and policies of British monopoly 
As in the United States during the interwar years, Britain 
experienced an accelerated movement of amalgamation and 
combination in industry This developed simultaneously with 
an extensive cartelization of the economy, at a much higher 
level than a similar tendency m the United States What is 
particulai Iv distinctive in the British development, as compared 
with the American, is that it took place against the background 
of a general economic decline In the United States the expan 
Sion of monopoly after World War I proceeded together with 
continued industrial expansion at home and growing economic 
penetration abroad In Britain the growth of monopoly pro- 
ceeded simultaneously with the geneial stagnation of industry 
and the weakening of Britain’s position in the world economy 
The cartel movement in England thus arose as a “defense 
mechanism ' against the inner disintegration and against the 
encroachments of rival imperialist powers. 


1 BETWEEN THE TWO WARS 

Because comprehensive figures have been lacking, it has been 
generally assumed that concentration of production in British 
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industry is relative, 'y low, thus reducing the scale of effective 
monopoly within the country But in 1945, government data 
were mad-* available based on the production Census of 1935. 
which provide for the first time a general measurement of con- 
centration m the principal industries and trades 

As with the data quoted for American concentration, the 
British figures are ilso presented as a minimum of concentration, 
since the analysis does not take into account the much greater 
control over production established by various types of inter- 
locking ..nd corporate control And the summary results of this 
analysis reveal a concentration of production which in degree is 
not substantially less than in the United States Allowing for 
the differences in the magnitude of production in the United 
States and Britain, units employing over 500 workers may be 
considered the largi<it undertakings Such firms numbered a, 380 
in 1935, and they employed 5a per cent of the total number of 
workers n productive industry 

That IS the general picture But in some industries and trades 
the concentration is much higher Measured by the proportion 
of workers emploved in a given industry by the three leading 
firms, It was found that concentration was more than 70 per 
cent in 33 industries and trades, and this does not take into 
account wider monopoly control established through agreements 
and trade associations For all industry the concentration is 
calculated at a6 per cent, that is, about one-quarter of the 
number of persons in an “average” productive industry m 1935 
were employed by the three largest units in that industry Ttie 
highest concentration in industrial groups is found in the 
chemical and allied trades (48 per cent), miscellaneous group 
(47 per cent), public utilities (44 per cent), engineering, ship- 
building ;.Rd vehic.es (43 per cent), iron and steel (39 per cent), 
food, drink and tobacco (33 per cent) But when an analysis i» 
made by commodities, it is found that well over 100 products 
are the complete monopoly of one or two firms, one-fifth being 
chemicals, and including basic and strategic products like 
armored plate, nickel, high explosives, and crude zinc A wide 
variety of commodities are also controlled to the extent of 90 
and even 100 per cent by the three leading firms. 
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The analysis also icveals a veiy high integiation of the coal, 
iron and steel industries It was found, for example, that ij 
units opciatiiig hJast furnaces, employing more than 1,000 
svorkers rach. and also owning coal mines, pioduce 73 per cent 
of the to^a] output of noii-otc and nonstoiic It should be 
lecognized that these figuies iclate to the siiuation in 1931; 
Since then extensive amalgamations and (ombniations have 
taken place, to mention only two instances the Unilever and 
Lever"' Bros merger 111 the food held and the Imperial Chemical 
expansion absorbing 13 additional companies* 

In genet al, the degree of concentration in Britain, which 
serves as the gtouiidwork foi monopoly, cannot be considered 
as differing essentially hoin the coiiesponding situation in the 
United States While the scale of Ameiican production is much 
greater. Britain has developed a high level of concentiation, 
especially in the basic and heavy industries As compared with 
its chief ct'mpetitois,* Biitish concentiation of pioduction in the 
twenties seems to have attained about the same level as in 
Germany but lagged behind the United States ■* Undoubtedlv, 
after 1925 the rejuvenation of the German economy with the 
aid of Ameiican capital resulted m a much gieatei concentration 
of pioduction than duiing the coi responding period in Britain, 


* In 1920, III (hr »>iiK(tiiis and rolline diMsion ot thr iron and »ttcl industry, 
in the cleUruHl and miihaiiKal ensinrerinE, vbiphuiIdinE, automobile, airplane 
and silk indstrus ovci 50 pci tent ol the norkers sverc empIo>cd in establish 
aients of 1,000 or more workci's 

Eaact coniparnliir fiEUirs au not avuilalilr, since similar statistical methoda 
ate not used in the (hree countries and induslnes are classified differently But 
a few ruiiElilv (.ompHiatiic fisnris mav siiflii.c to indicate the relationship In the 
Brilish iron and sttil indnstrx as a whole in 1910, 15 6 per cent of the workers 
^re employed in plants of over 1,000 workcis In the United States in 1929 the 
ratio for the Census sionp of “iron and steel and their products” was 417 pei 
cent, and in t,erman> a roiiEhly equivalent sroup is classified as metallurss 
where thr latio in 1922 nas II b per cent In this case, Biitain was far behind 
both the United States and tjcrmanv But she came off much betler in the field 
of machinerv and reimpment, where a rouyh compaiison cun also be made 
AccordinE to Ihe Brilish classification of I9J0, 3,5 S per cent of the workers in the 
mechnaical eiiBinecrniE industry and 57 J per cent in electrical engineerinE were 
employed in plants of more than 1,000 workers For 1039, the United States Census 
gave the correspondiiiE fiEures for transportation cijuipment at 68 per cent and 
f^ machinery at 34 8 per cent The 1925 figures for Germany place the ratio in 
electrical machinery at 39 4 per cent, and in other machinerv at 33 6 per c^nt In 
textiles, a key export industry for Britain as also for Germany, the correspdnding 
figures were Britain (1930) 17 5 per cent. United States (1939) 18 5 per cent, 
Germany (1925), 13 4 per cent 
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which was m general a period of industrial stagnation. But the 
data do indicate that concentration in Britain is higtily deve- 
loped, and not, -is has been assumed in economic literature, 
ranging t.ir behind the development in the new industrial 
countries 

The mam difference is to he tound not so much in varying 
degrees of concentration of piodiution, although here as in 
capitalist development as a whole the ratio is uneven as between 
countries and even as between industries I he mam difference 
IS to be found m il e technical backwardness of British industry. 
As previously indicated, the important role plased by rentier 
income fron- abroad founded on an extensive Empire tended to 
perpetuate the backwardness ol British mdiistiv It remained 
static within a franework of high concentration, which in turn 
tended to maintain the state of general stagnation 

This was the foundation upon which the extension of mono- 
poly took place in Britain between the two wars With the 
exception ol new “laboratory” mdustiies in the chemical and 
synthetic Gelds, tlie supei monopolies were erected upon an 
inferior industrial base The giant mergers which occurred 
during the mterwar decades m the iron and steel, coal mining, 
textile, food, automobile and transport indiisirics — while eli- 
minating some of the moic inefficient units togethei with the 
Gnanciallv weaker but not necessarily technically mferioi 
establishments — did not result in genctal technological improve- 
ment Th.; effect of the growth of capitalist monopoly in 
general is to slow down technological advance In Britain the 
result of the monopoly movement of the twenties and thirties 
was in the mam lo freeze Biiiish inciiisiry at a low level of effi- 
ciency "High profits and low turnover,” m the words of The 
[London] Eronomt\t, became “the dominant slogan of British 
business.” 

Instead of renovating their backward industry, the British 
monopolists sought other means to safeguard and protect their 
dwindling share of the world market Amalgamation and car- 
telization at home, incieasingly made compulsory by govern- 
ment intervention, became the chief instrument for protecting 
the home market and obtaining a substantial share m the cartel 
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divisions of the world market By the time free trade was com- 
pletely abandoned in iQ^ir* the merger and cartel movement 
in England had in effect already abolished free trade in Britain’s 
foreign commerce To maintain a high level of proht while 
restricting production in backward and high-cost industries re- 
quired great centralization of control The efhciency of monopoly 
control ovef the economy took the place of efhciency of pro- 
duction That became the keynote of the cartelization movement 
in England 

The movement was essentiall) defensive, an attempt to pio- 
tect Britain’s economic holds against the growing encroachments 
of her mam foreign competitors But while the “feverish amal- 
gamations” of 1995-191(9 in the United States took place on a 
wave of industrial expansion and were inspired by the whole 
boom atmosphere reigning in America, the English develop- 
ment took place within a general economic decline and was 
shoved forward as a means of holding off tfie further deteriora- 
tion of Britain’s position 

Government intervention to speed up the cartelization of the 
economy had already developed to signihcant proportions 
before World War II An American student of the subject 
summed up the situation as follows 

The British Government as well as some of the industrial 
leaders have come to the realization that the international 
economic environment, not to speak of the political environ- 
ment, has changed too basically to make it possible for 
Biitish industry to recover its old positions or to adjust 
Itself to the new conditions by the traditional individual 
efforts, especially since in some countries [1 e chiefly Ger- 
many] whose competition is most directly influencing the 
British foreign trade position, government intervention 
controls have assumed enormous proportions^ 

“Traditional individual methods” were superseded by col- 
lective efforts from two directions Under the leadership of 
the industrial monopolies, and with the increasing sponsorship 
of the government, a whole network of trade associations of a 
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raiiel type was developed within indiisliy, and on a regional 
as well as national stale himultanconsl) with the suppoit of 
the leading monopolies the government undeitook. through 
legislation to loKL (oinbinations, ineigers and tai leli/alion in a 
nuniher of indusliies The piotcss was fatilitated hs the con- 
(entralion of hank capital Not iiuhiding the Bank, of England 
— Itself a gigantic (oiuentration — 75 pci cent of all bank de- 
posits in ueie held b\ the “Big lM\e' I ondoii banks ^ 

C>enlial ronliol of nedil was a most elfettive ueapon used b> 
both government and piivate monopoly to foirc greater cen- 
trali/atioii 

The British tiade assotialion* bcraine the pinuipal medium 
of iiionopoh (oiiliol This development was gicath accelerated 
bv the gieal tiisis of the thiities and the oiubieak of Woild 
Wai II 1 he deselopmenl of the nioxemenl is described b\ 
Robeit A Brach as follows 

Lvei) indusln and trade both localh and nationally 
accptiies its approptiate association the pressinc on "out- 
siders” to join tends intieasingh to expand the coveiage 
of each appiopiiate asscKiation so as to nu hide even single 
business concern falling in each sep.irate classification 01 
categoiv, these tend iiuicasingly to band together fust 
locall) 01 legionallv then nationallv b> inchistnes trades 
and (c loss see lional) regions, in fjrnft or (eiitial bodies such 
as the I'eclciation of Biitish liitliisliics 

It is equallv deal that the bulk of the laigei and more 
powerful ttade asscxiations aie dominated as a rule by a 
few large tiiside tone ei ns The tiade asscxiation becomes 
an effective caitcl instiumeni to pioinote the inonopiuly 
policies of a single or a small group of giant concerns ’ 

* \ ncint riiKlisli svirvt> leiiuiiiiiifi M->\ 1>, Vlll, I.niu1(in) finds lliat there 
are nppio\im»U U J.'iOO nation il or riKionil trads assiKiatiniiK, m addition to 
tmpUivcis’ nssiciitions cniiKinid in iinU with 1 thoi iditions, in tht United 
Kmedoni, as (.oiiiiHirtd willi HXI m ISIS I In nioMiiKnl jrot inllt under wav iii 
IW ind IsjO, mid it tUviIopid aKum ripidl> in the eirit thirties in response to 
th( i.<.(nuiniic (.lists Ihe tr.idi. assuti itniiis art of iii uiKii i.aru] tipe, bavintr as 
their stiiUd pitrposi lontrol nl prices tliroii di aifiocnitiits, (.ontrol of channels of 
dtstnlntlum, regulation of output and market-hhanntr, and the centralisation of 
sellins activities, 
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The Federation of British Industries * described by Brady as 
the peak orgaiii/ation of the tiade associations, already by 
inid-1935 advocated a piogiani foi the t hoi oiigh -going carteliza- 
tion ol the economy In a special lepoit it urged the organiza- 
tion ot Biitish industiv along the tollowing lines 

(1) elimination of excess plant capacity, bringing about 
“co-oidination lictvvcen siipplv and demand' and ,piomotion 
of greatei “content! atioiis of output m cHicieiit and up-to 
date plants' (n) limitation ot “new entiants to an industty 
in order bettei to relate piodiictive capacity to market 
demand, ('}) pievention ot ceitain Inms in some tiacies from 
gaining an "iinfait advantage’ without bearing then due 
propoition ol developintnl cxpendituie, such as centialized 
piopaganda and icseaich (}) pioniotion ol gicalci iinitv 
amongst Biitish indiistiics in ntgoiiations with foieigii 
(ompetiiois and incicascd sialnliiv in vvoild tiade condi- 
tions (r,) expulsion liom the conduct ol business ol liinis 
“which can nevei Iiojk* to become piofilablc ”■* 

By the time this piogram was loinuilated, the caitel doctrine 
had already become the keynote ol goveinmenl economie policy 
A leceiit study ol Biitish trade assoiiaiions by the Political and 
Feoiioinie Planning gioup in England, lound that the most 
iinpoitant single activity of the associations was the caiiviiig 
on ol discussions and negotiations with the goycinment' The 
dose nitcgiation ol goyeinmeiu and piivatc business policies is 
instanced by the goyeimnent’s use of the taiilf weapon to bung 
about the foimation of the British Iron and Steel Fedeiation. 
accompanied b> a number of amalgamations in the industiy. 
and to loice the International Steel C'aitel to come to teinis 
With the Biitish steel industry In other industries as well, the 
government biought pressure to eiicouiage caiteli/atioii throug^i 
the trade associations Government polics of tompulsors amalga- 
mation. price-fixing and contiol ol royalties was applied most 

'OrKuuutfd 111 I9ir, tne lidiratiou ot Briiisb Iiidiistrif, by JlMiu alrccdy 
compnsFd 185 trade aMocmtions and 8,100 individual firms in every industry m 
the cnuntr>, reprrseiitiiiK a cupttul uf about fSO billinn and cmployinjr over five 
luillion warXers. 
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completely in the coal and textile industries* which ituffered 
most from the sharpened Asoild competition* 

1 hus, by the outbreak ol Woild VVai II. the emphasis of 
economic policy m Biitain had shifted decidedly towards the 
cnLouragemcnl of (ombinalion and laitels Ibis shift was tar 
ried through undei the joint auspices of goveiiiment and iii- 
dustiy Goveinment-spoiisoicd caileli/ation of the British 
economy did not leadi the same level as m Geiniany under 
Hitler, but it exceeded bv fai the extent ol a similar develop- 
ment in the United States Ihe whole tendency was hastened 
by the growing threat lioni Gennany, where the highly mono- 
polized and centialized economy was harnessed to the aggres- 
sive piogram of Geiman nnpeiialisni 


2 WARlIMb MONOPOLY 

In geneial, dining Woild Wai II the scope and thorough- 
ness of state control ova the economies of the leading capitalist 
countries exceeded bv fai a smiilai development dining the first 
war The much higher level of conreiUiation i cached during the 
Intel wai vcai' and the incieased integration of complicated 
industrial pioc esses, piovided a more effective medium for 
centiali/ed controls 

In Britain the mtegiaiion of Govcinment and private mono 
poly controls, already w'ell developed on the eve of the war, 

* I he C(m1 Minis \i t ol I'IJO was a nica-iire ol toned cartelization It 
as&iKiied production quotas and minmium prices, enipoieercd the jcovernmcnt 
to presi lit aiTi.ilK.iiiinlioii plans if thi owners were iinahle to do mi, hi a siibse 
qnent atreiiKtheninK of the Act, sellitiK w-ai, cetitralired and the pavmcnt of 
rojallies iinitied On Vfay 34, Jltf, the Coal Conimission proiiosed the amalga- 
mation of mines, whiih would reduce the mimbir of units from fS'f to bctwmeii 
30 and 60 In cotton textiles, concerted efforts were also made to centralize 
the indiistri In 1123 Hit I iimashirt Cotton Coip was ori{ani7Cd with the 
asbistanie of the Bank of hmclaiid It aiiialtramatid TUI mills, of which 53 were 
completely strapped The Cotton Spinnins Industry Act of JlSb was an effort to 
brim; about even sreattr aiiialKanialion It proiidcd fur the “elimination of 
redundant sptiiniiiff mathinerv bi means ot a board havinir power to acquire 
property and to liorrow and lr\y moiiti ” In ViikusI 1139 the ifoieriinicnt wrent 
even further in a new rcorEanization act, which had as its purpose the elimina- 
tion of o\ir capacity and the fixiiii; of prices “for an efficient, and only efficient, 
Arm” in any section of the industry On the outbreak of war, the operation of 
the Act was suspended 
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was spurred forwaid by the extreme danger to which the coun- 
try was exposed bv the earls \ictones of Geimanv "I he trade 
associations w'cre more closely knit togethei, “outsiders” were 
brought into the associations by goveiiiinent action, industries 
were leoigani/cd principally ihiough lurtlicr nieigcrs, and the 
whole was placecl iiiidci gicatci cenliali/cd contiol, shared by 
gosernnient and big indnstiy 1 he Hade association, Inuls The 
kfononiist, was tiaiisloinicci “lioin a body ol doiibtliil legality, 
a conspnacy in lestiaint oi tiacic, into a faxoicd insti iiinentality 
ot the Stale, until meiiibeiship in such a body has become as 
nccessaiv to the businessman who wishes lo be successful as an 
old school He has been to the ainbiHoiis (-onseivativc politi- 
cians ”* 

Lend McGowan, chaninan ol Inipctial (Jicniicals, evidently 
expressed the dominant opinion in big monopulv ciules when 
he said in the House oi Loids in Juh 104^ that Biitish manu- 
lactureis “have ceased to believe in the inherent superioiity of 
free 01 cxtieine compcHtion and have moved a long w'av in the 
direction ol co-opeiation in indusliy and cential action bv the 
govcinmeiit " Ihobablv this view is not shaicd by all sectois 
of British industiv, and ccitainlv not by the smaller piodiucis, 
but It docs leflcc t the lact that the waitnne development has 
left a poiiiiaiient nnpiiiit u))on the Biitish cconoiiH 

lo a much gicalei degiec than in the United Stales, the 
Biitish monopolists diiecllv look ovci the kev contiol posts in 
the wailime goveinmeiit appaiatus, and liom ihesc positions 
they vigorously .ipplied then c.iitcl policies I'lom the Cabinet 
iniiiisHies to the nalional and icgional contiol posts loi the 
various economic blanches weie to be found the leaders of the 
monopolv inteicsis 111 the indiistiy 01 Hade aflected 'Ihe list 
of officials 111 the Ministiies of Supply and oi food, the two 
leading wai contiol agencies, leads like a Who’s Who of nidus.- 
trial magnates 

What effect has the wai economy had on the monopoly 
capitalists'^— asked Haiiv Pollitt, the Biitish Communist 
leadei, 111 his book Hoxu to Win the Peate — Economicallv 
this section has become strong as compared with the small 
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businessmen. The directors ot PioduCtion who plan Gov- 
ernment orders, the contiollcis in the principal National 
Control Boaids, and the Government ministers in the kev 
positions, have been drawn from their ranks — men like Sit 
James I.ithgow in shipbuilding, Sii Aiidiew Duncan 
fforiner piesideiu ol the lion and Steel fedciation] at the 
Ministiy ol Siipplv, nominees of tlic Unilever Combine at 
the Ministi) of food, lepicscntatives ol ICI in sixtv-one 
key contiol commissions, and Sir John Andeison, ionnerlv 
connected with Vukeis and ICI, whose lerord ot political 
reaction is known all ovei the world, as Chancellor of the 
txcliequei 

As to the results of the direct supervision ot the wai economy 
by the monopolists in govcinment jxists, Dutt says 

This s)stcm of waa oiganization has thus strengthened, in 
place ol collecting, the deficiencies ol the existing mono 
polist lesliictive stiiutuie ol British industry 'I he mono- 
polies have boon set up in contiol ot themselves This 
self-rule ol the inon()}x>lies, iiuiscpieiading ,is public contiol, 
has made it [lossible lot them to use the ( on li oiling machi- 
neiv, not to diive toiwaid inaxiinum piodiution, but to 
strengthen then monopolist |x>silion and piotect then 
special inteiests even at the expense of maxiniiim produc- 
tion Ctiticism ot this s)stciu has been expicssed by hll 
sections ol opinion 

Monopoly powei in the government w-as bolstered by thfc 
wartime Parliament, which to a veiv large extent had become 
the gatheiing place ot the corfxnations A carrv ovci from the 
elections of Pailiament was dominated by 1165 Tones 

holding 512 diicctoi ships of coipoiations, according to one 
source According to another estimate, 181 MPs held 775 
corporate directorships 

From their favored positions in the goveniment appaiatus, 
the monopolies were able to extend the merger and cartel drive 
beyond the heavy -goods and war industries to include the con- 
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samers’ goods trades, which had presented the greatest di£S- 
culties in the piew'ar da>s In the spring of connection 

with a drive to release moie labor foi the wai industries and the 
amied forces, the goveinnient took measures to concentrate the 
production of nian\ consumeis' goods in a leduced number of 
factories Accoiding to the plan, the sepaiate industries througli 
their trade associations were to take the initiative in working 
out the concentration, subject to the appioval of the government 
Board of Tiade But if any industiy proved unwilling or 
unable to caiTy through the reorganization, the government 
was empoweied to enforce a concentiation of production 
through its control of war mateiial supplies, laboi and contracts 
A special committee of the Industrial and Expoit Council was 
set up to exeaite the plan 

The general stheme was to set up “nucleus” fiims in which 
the production of each industry was to be concentrated The 
nucleus firms were to be accorded full government protection 
Various methods vvcie to be emplovcd to coiucntiate production 
m the chosen units, among them, meiging of hi ms, foimation 
of holding companies, and a tailcl-t)pc toinbination wheiebv 
the closed hi ms would maiket the goods pioduced by the 
nucleus fiim The plan was fully supported by the Association 
of Chambers of Commcixe and the Federation of British In 
dustries, without whose initiative and suppoit it could hardlv 
be introduced An indication of how the plan woiked out in 
practice is shown in the cotton industiy, where the Board of 
Trade approved in spinning firms as nucleus firms, closed 
down 6i, and left aaq foi fuithei coiisideiation 

There could be no more effective scheme for forced conccii 
tration, especially in industries wheie pioductioii is distributed 
over many small establishments In face of extensive criticism 
of the plan, the Cabinet promised to take measures to assure 
the speedy leopening of the closed plants after the war After 
the concentration had been at work for a number of years and 
the nucleus firms had acquired new processes and greater 
eflkiency, it is hardly likely that most of the closed firms would 
be able to reopen. It is more likely that the greater concentra 
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tion and cartelization of the consumers’ goods industries, 
brought about during the war, will remain 

The British inner caitcl strut lure was also prepared during 
the war toi an energetic and more unified drive for world 
markets Under the Industrial and Kxport Council — comprising 
government officials, and business and labor leaders — industry 
was urged to tombine lor export By 1944, some a8o export 
combines weie in existence, practicall) identical with the trade 
associations b\ which the) were staffed This campaign, in turn, 
acted as an additional stimulus to bung into the trade associa- 
tions gioups pieviotisl) outside and to further the coalescence 
of tiade assoi'iations into regional and national groups’^ 

Britain emerged born the war with a more highl) cartelized 
economy and a well integiated system ot monopoly control. 
'Ihe monopolies were able to utili/e the whole apparatus of 
w'artime government controls to extend the cartelization ot 
Kngland '1 he meigers and combinations thus biought about, 
and the “indiistiial self-goveininent” imposed through the trade 
associations aie a peimaneiit heritage ol the war Whether the 
tarteli/ed svsiem would continue alter the wai to be so inti- 
mately and clnecth tied into the govetnrnent apparatus, 
depended piimaiil) upon political cleselopments in England 

As the end of the war 111 Europe appioached, voices were 
increasingly raised to urge the lifting ol goveinment controls 
as stxni as possible As Haiiy Pollitt suggested, “the mono- 
polists aie afraid that in the postwar woild they will be moie 
planned against than planning if the idea once catches on that 
economic fences can be oigaiii/ed and got iindei control If they 
could establish lot themselves once again a Toiy majority in 
Parliament they might change their tune ” But as long as the 
political futiiie remained obscuie, “they would rather move out 
of Whitehall to their own secluded board rcxims where they 
cannot be ordeied to lendci an account of their doings to 
Parliament 

In any case, the cartelized economy was being geared for a 
sharp competitive struggle, piincipailv against the giant 
American trusts tor world markets and spheres of penetration 
The British monopolists entered the lists as advex-ates of cartel 
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allocalion ol inaikets and of “legulatcd competition” while 
the AinciKMn corporate giants appeared as piutagonists ol the 
four ccononiK fieedonis — “free enterprise.” “free competition.” 
“fice access ' and “free trade ” 


3 rUl- (.AR'lfL j*oi.ic;v 

f he (.irtel polu> predominant in Biitain stands in sharp 
contrast to the police ptceailing in the United States The 
main point of ditleience was lalher suciincth expressed b) 
William 1 . halt 111 a speech beloie a giuup of American busi- 
nessmen Altci clcsctibiiig the iremcncloiis waitime expansion 
of iiidusln III the United States he said 

Htiiain IS einciging Iroin the wai lar less able to com- 
pete than she was esen in iq‘jq I think )ou will begin to 
>ee wh\ Biitain is not todae as anxious as v\e aie to have 
wide open and Irec inaikets iliioughout the \soild 
So wt ate iiileiested in a lieei How of Hade not onh as 
an oppoi (units to add lo to 15 billion to oui national 
income hut also as .i means of sti iking a blow loi peace [an 
objeciist il slioulcl be niscrlecl which Uiitain also pio 
fesscs] 1 lieicloie, this thing has some of the c]nalilies of a 
cuisadc, and u is not lo be taken liglitls 

The British bs coiUi.isi svill cnicige lioin the war b<idU 
wounded and tceling tlics must base pi nice lion for then 
inaikets, at least loi sc^iue tune, even if it means using some 
of these unhapps devices [cailels b.nlei tic ], and heie 1 
think, sou have the tiindanienial elcmcnis ol what might 
casilv become a licad-on dash bciw'cen Biitisli and Ameu- 


Some evidence of British response to the American “free- 
trade” piessnre was seen 111 a statement appealing in a Cabinet 
White Paper on nneniploMueiit issued 111 Mav 1944. One of 
the few ofhtial statements of the wartime coalition Cabinet on 
the subject of cartels, the pertinent passage says; 
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There has in recent years been a growing tendency to- 
wards combines and towards agreements, both national and 
international, by which manufacturers have sought to con- 
tiol prices and output, to divide markets and to hx condi- 
tions of sale Such agreements or combines do not neces- 
sarily operate against the public interest, but the power 
to do so IS there The Government will therefore seek 
power to inform themselves of the extent and effect of 
restrictive agreements, and of the activities of combines, 
and to take appropriate action to check practices which 
may bring advantage to sectional producing interests but 
work to the detriment of rlie country as a whole 

In this statement there is nothing to induale a change in the 
established British policy By saying that caitels do not neces- 
sarily work against the public interest, it agiees that many if 
not all do operate in the public interest In proposing that the 
government keep informed of cartel arrangements, the state- 
ment merely implies that mvesiigaiion and registration of such 
agieements may become required Above all. the C.abinet made 
clear in this statement that it government action is taken it w'lU 
be along the lines of compelling all combines and cartels to 
opciate in accordance with the national policv as against a 
purely sectional interest 

In postwar Britain, national policv mav undergo mans 
changes, not excluding sufficient populai participation anti 
pressure upon government to forte slate intervention in the 
economy against the monopoly combines Such an eveniuality 
was foreseen in the midst of the war even bv the Piime 
Minister, who gave public acknowledgment (March 21. 1943) 
to the growing demand 1 01 the nationalization of certain key 
but sick industries which were hampering the war effort 

There is a broadening field for state ownership and enter- 
prise — he declared — especially in relation to monopolies of 
all kinds 7'he modern state will increasingly concern itself 
with the economic well-being of the nation, but it is all the 
more vital to revive at the earliest moment a widespread. 
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healthy and vig'oioui* piivate eiiteiprise State enteipiise 
and Iree entetpnse imisf l>oth serve national nueiests and 
pull the national isagon side by side 

This was said at a time when Chim hill’s wartime position oi 
leadership imbued the Tories and big business circles with 
confidence that they would be able to retain full direction of 
the slate appatalus aftei the war This putuie ol government 
and monopoly woiking side by side iindei conditions of increas- 
ing government inteivention m the economy remained pleasing 
as long as big business held all the decisive posts in the state 
apparatus Hut the lirst postwar election in Biitani, raising the 
possibilitv (v( anotlici and less “dependable” political combina- 
tion in piwei, loiind the 'lories battling valiantly against even 
the elementary nationalization proposals ol the Laboi Party, 
in teiins reminiscent of the Na/i campaigns against “Bol- 
shevism " 

Whatevei the vagaiics and necessities ol Toiy politics, the 
British monopolists remained consistent throughout In anti- 
cipation ol VIC ton over (iciinanv big business was practically 
unanimous in expiessing its mteiuion of cxicnding the carieli- 
/.ilion ol the Biitish economy as the basis ol the postwar drive 
lor markets Theie was general agreement on one basic point 
that the process should be c<uriecl out through “sclf-goveinmenl 
III iiiclustiy,” le. should be lelt to the leading monopolists in 
e.icli indiistiy Dillerenccs lelated mostly to the degree that the 
state apparatus should be involved, directly or in a general 
supervisory capacity, in enfcncing certain central policies and 
in forcing the independents to join the trade associations I he 
Pedciation ol British Industries, for example, was certain that 
"the future organi/ation ol industry should be decided by the 
industrialists alw^ays sub)ert to the overriding piinciple that 
It must be in the national interest” While bewailing the fact 
that' the trade associations could not always force independents 
into the domestic cartels, the Federation remained waiy of 
government intervention on the stale tliat would be necessary' 
to achieve this objective 

Others were less tiinicl. The Association of Britiidi Chambers 
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of Coitinierce agreed that each nulustrx' should formulate its 
own policy, but it proposed to link the cartel structure directly 
to the state thiough a CJouncil ot Industry, lepresenting the 
employers, commerce and labor, and subject to appioval by 
the government Boaid ol Tiade Ihe objective ol this plan is 
to obtain effective and cenirali/ed co-oidination of domestic and 
foreign economic policv This geneial plan was endorsed by 
iito leading industiialists who issued a sepaiate program, 
4 National Policy for hulnstiy They proposed to give greatet 
poweis to the Council ol Industry, empowering it to consider 
“matters of high etononuc policy,” act as the central medium 
ot contract between goveiniiient and industry, and lepresent 
Biitish industry as a whole in the held of intei national lelations. 
Accoiding to then scheme, leprcseutatives ot laboi wete to be 
excluded from the Council and membciship in the trade asso- 
ciations was to be made compulsory 
Boldei than anv ot these, is the piogiain ot a group ol 
monopolists led by Sii hdgar Jones, a lonnci directoi ot 
Courtaulds, Ltd , and an executive of the nitcinational tin 
cailel The objective ot this scheme, known as the Wotld 
Alliance Plan, is to otgaiii/c a single woild-wide caitel neiwoik 
to contiol completelv pioduction, puces and markets” 

While ceitam difleiences appear in the postwar progiam ot 
Biitish big business, these diffeiences are only of degree and 
emphasis The general policy siippoited by all main sectors 
favois fuilhet extension ot the caitel system and ceiitrali/cd 
contiol ot the economy under the monopoly leadeis The key- 
note IS regulated competition — legulated by big business— ^ 
through the trade associations and the goveinment apparatus 
Ihe caiteli/atioii piogiains aie at the coie ot the geneial 
economic policy of stiengthcning all delcnsive mechanisms 
against the economic thieat fiom the United .Slates, and against 
political “instability” m Lurope, in the first place, against the 
Soviet Union Piactically all leading British spokesmen, rang- 
ing from a libeial economist like Sir William Beveridge to the 
Federation of British Industries, emphasized the value for 
Britain ot regional economic airangements, such as the Empire 
preference system and the sterling area, while at the same time 
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exploring the possibility ot restraining American economic ex- 
pansion through Bretton Woods and similar proposed agencies 
The state of opinion was summed up by a wiiter in a leading 
British banking journal as follows. 

The debates on Bretton Woods have levealed how strong 
IS the body ot opinion which wishes to preserve the sterling 
area not as what it was, but as what it is an instrument 
ot economic warfare, a battering ram with winch to open 
the door to unwilling markets, a spiked fence to keep un- 
wanted goods from unwanted sellers out of the Empire 
market 

It may well be that this country, together with members 
of the Commonwealth and certain countries of Western 
Europe, may ultimately have to bind themselves into such 
an econoniu alliance lor purely defensive purposes perhaps 
at first as a protection against the excessive and contagious 
instability of the United States economy, later possibly 
against the encroachment on world markets of the Soviet 
State economy But it would seem the height of folly for 
the sterling couiilries to make the first offensive move “ 

7 he dispute within the leading economic circles in Britain is 
not ovci the (juestioii of whether regional economic arrange- 
ments ol the kind which prevailed befoie the war should be 
scrapped 01 not The dispute is on how to restore these regional 
arrangements wheie possible or create new ones, and how to 
utilue them in the struggle toi world niaikets and economic 
penetration This is shown veiy clearly by a passage from Sii 
William Beveridge which has been widely quoted in British 
eiononuc literatuie 

In teims of convenience lor tiafhc, woild-wide multi- 
lateral trade may be likened to an elevator speedy but 
capable ot going out of action Regional multilateral trade 
may be likened to a staircase, less speedy but consistent 
with reasonable comfort Bilateralism is the fire-escape, 
eluiiisy but ceitain. We may hope that the world after this 
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war will be equipped with all modern conveniences for 
bringing men together for their common advantage We 
should do our utmost to bring such a world into being 
But, in constructing the new edifice, we cannot prudently 
leave out the fire-escape and the staircase, until we are sure 
that there will be no fire and that the elevatoi will always 
be in action 

This cautious appioach towards multilateial trade, as en- 
visioned in the American economic policy, arises above all from 
the threat to Britain’s world positions from the economic ex- 
pansion of the United States Regional multilateral trade — 
economic blocs of groups of countries — is seen as a necessary 
defense of British interests, while bilateral trade — ^barter and 
other exclusive tiade relations with individual countries, as 
developed especially by Nazi Germany — is not excluded The 
Federation of British Industries in a special policy report on 
international tiade raised as a mam objective the resurrection 
of the prewar regional economic blocs with which Britain had 
been asstKiated in one foim 01 another m Western Europe as 
well as m the Balkans and Central Euiopc®® 

Maintenance of Empire barrieis and of legional blocs, more 
or less along picwar lines, is tied in with the accompanying 
program of restoiing the world cat lei slnutuie of prewar times 
Churchill’s famous phrase that he did not become His Majesty’s 
Prime Minister to preside ovei tlie liquidation of the British 
Empire applies with equal force to Britain’s economic domain. 
He was expiessing the basic approach of the Biitish monopoly 
capitalists, who weie detcimined to maintain their positions 
against all threats fiom within and fiom without, using every 
economic and political weapon at their disposal. The mam 
tendency of their policy was to restore the prewar status as 
nearly as possible, whether in the colonies or m the periphery 
of the Empire 

As already seen, this appioach was expressed m the Western 
Bloc policy which came to the fore soon after the defeat of 
Germany, and in the growing determination in British mono- 
poly and government circles to restore the West German 
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economy part ot this bloc As politely suggested by the 
financial writer already quoted, a West European bloc might 
serve the double function of defense against American economic 
penetration and of cieating a new base toi the reactionary 
stabilization of Europe 

It remained to be seen whether political development 111 
Western Europe, especially in trance, would peiiiiit the realiza- 
tion of such a bloc Nor could it be taken foi granted that the 
United Slates, exerting incrcating pressuie thioiighout the 
Empire, would be entirely satished with a British-dominated 
bloc in Western Kuiope \nd, finall), it Has by no means settled 
that the British Labor Government could for long continue the 
Tory foreign policy while postponing or watering down the 
internal reforms promised in its progiam without aiuusing a 
powerful labor and democratic opposition within England 
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AMKRICAN POLICY stresses Iree eiiteiprise, Irec competi- 
tion, Iree access and free trade I'hese are the font freedoms of 
economic expansionism Fhev figure in practically every pro- 
grammatic statement of government policy They are to be 
found in the Atlantic Charter, the lend-lease agreements, the 
C-harter of the Americas and in every major utterance of 
Administration spokesmen Side by side vs'ith the espousal of 
the freedoms there is usually to be found an equally emphatic 
insistence upon the need to remove restrictions and barriers, ot 
a governmental or cartel nature, which interfere with the ex- 
pansion of world trade, and especially American trade 

It IS the avowed aim of the American government to induce 
all other nations to accept these principles Big business and 
government are engaged in a crusade to impose this program 
upon the rest of the world The industrial supremacy enjoyed 
by the United States, the vast ciedit resources at the disposal of 
ihe government and the corporations, and the more active 
political role of the country in world affairs are powerful 
instruments in the crusade 

The liberal flavoring of the program tends to obscure its 
essence Undoubtedly many opponents of monopoly and ad- 
vocates of international co-operation fail to recognize the expan- 
sionist content of the program It is easier to see monopoly in 
the cartel policy of the British, it is more difficult to see the 
trusts in this caiavan of freedoms 

I FREE ENTERPRISE 

“Free enterprise’’ as used in American economic discussion 
means one thing' self-government of industry and private own- 
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ership as opposed lo public ownership and control imposed 
upon industry The term has no meaning whatever when used 
synonymously with “free competition” to describe the state ot 
the American etonoray Free enterprise and free competition 
have long since been superseded by monopoly, which is as 
supreme in the United States as m Britain. The real question, 
as far as big business is concerned, is to what extent the controls 
over production and the market shall be shared with the 
government apparatus 

This question cannot be posed in general terms, for or against 
government intervention in the economy As in other countries 
the trend has been towards increasing government controls of 
one kind or another, and this trend has been greatly accelerated 
by Woild War I. the woild economu trisis and Woild Wai II 
In the United States this development did not attain as high a 
level as in other (ountiies but its presence is unmistakable 
The American government partitipated in international com- 
modity agreements covering a number of agricultural products 
The Webb Pomeiene Act authori7ed export associations, cartel- 
type organizations, to operate on carteh/ed world maikets The 
Miller-l vdings Act permits inamifactiirers and retailers to act 
jointly to control retail prices of lood and chugs For some 
Years the Guflcv (’oal Act attempted to enforce minimum 
prices The production of oil in the United States is strictly 
pro-rated During the great crisis, the government-imposed but 
business self regulating NRA Codes for a time legalized many 
cartel practices and strengthened the cartel features of the trade 
associations 

Government control ovei domestic air traffic is so complete 
that It led Lord Swmton. head of the British delegation to the 
International Civil Aviation Conference at Chicago, to complain 
in a report to the House of Lords* “Nobody can ‘muscle in’ — 

I beg pardon for the expression — nobody ran enter and com- 
pete in their internal services” 

The domestic market was protected by one of the highest 
tariff walls in the world Government regulation of agricultural 
production and marketing is an established practice These are 
only some instances of the more recent government interven- 
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tions, some of them of a cartel type, not to speak of the exten- 
sion of all kinds of government controls during wartime 

Actually, government intervention is not challenged in all 
instances, nor can it even be said that the principle itself is 
challenged The question is intervention for what end and 
under what circumstances for the purpose of safeguarding and 
extending the power of the monopolies or of restricting theit 
free operation, under circumstances of greater direct participa- 
tion of the monopoly capitalists in the state apparatus or of 
increasing influence and participation of anti-monopoly and 
democratic forces 

Even the most extreme advocates of “free enterprise" want 
government intervention to assure “free competition” A typical 
propaganda broadsheet of the Chamber of Commerce, tor 
example, cries for government promotion ol the “free market” 
“Free markets ivill not remain free without government 
action The all-out advocates of “free” world trade are using 
the government apparatus to hamper participation m cartels, 
while in Britain the state pressuie is used to force participation 
in cartels At the civil aviation conference in Chicago (1944) 
the whole pressure of the American government was brought to 
bear upon obtaining free competitive rights for the giant aii- 
plane monopolies of the United .States throughout the world, 
while the British government attempted to protect its own 
monopolies by seeking quotas and regulations which would 
restrict the American combines 

However, as the war in Europe came to an end, American 
big business as well as government overwhelmingly favored 
restricting and delimiting the trend towards government inter- 
vention in the economy Certain government controls and aid, 
especially in the field of foreign commerce and capital invest- 
ment, were welcomed by some big business circles and activelv 
sought. But as a whole, the prevailing tendency of policy was to 
permit the free play of economic forces — in a monopoly 
economy meaning the freedom of monopoly — on the supposi- 
tion so often proved erroneous that this would solve the maior 
problems of conversion and of woild markets 

Although the position may change again as the result of a 
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crisis, as it did during the crisis of the thirties, big business as 
a whole leinained extremely wary of government controls, 
especially of the type which would permit the state apparatus 
to interfere with “self-government in industry’’. Pending an 
emergency such as is tieated by crisis or war, the trusts, greatly 
fattened by the w'ar profits, counted upon their own strength- 
ened position to maintain domination of the economy, in the 
main, without government aid The trade associations con- 
trolled by them provided sufTicitiit media through which the 
caiteli/ed controls could be maintained without supplemental y 
intervention by the state 

The main consideration determining the position of big 
capital on stub questions is the fear that increased government 
intervention would plate at the thsposal of the stale, instru- 
ments which could be used eHettively ngnttist the monopolies 
I his was shown for example, in the painstaking tare taken by 
the monopoly producers to assure then own management and 
control of the tremendous w'artime plant financed and ton- 
structed by the goveinment 

Slate ow'iiership of protluciuc plant can piove, in proper 
hantls, the most effettive weapon foi hampeiing and tuibing the 
monopolies And (he mam tontem of the latter w'as that they 
should have the tletisive voite m determining (he disposal ol 
the government wai plant after the war In their report on 
afl]ustiuent polities. Bernard M Baruth and John M Hancock 
warned against “government operation ol surplus war plants 
in compelilion wiih piivaie industiy. ' while at the same time 
advising that monopoly should not be favored in the disposal 
ol the government projjerties - But it was utopian to expect that 
the monopolies would not be favored in practice by the disposal 
of the wai plants, cspetially if goveinment surrendered from 
the start the mam weapon of state owmerslup At any rate, both 
government and big business fullv agreed in their opposition 
to government owneiship the most effective form of state inter- 
vention in the economy. 

This aspect of government fxilicy, and the motivations behind 
It, w'eie bioiight out clcaily in the disciisbion of a proposal by 
the War and Navy Departments to create single national 
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monopolies in the fields of aviation and communications, which 
they considered vital to national defense The central question 
involved was the control or disposal of the vast network of air 
fields and communications facilities established by the American 
armed services and government agencies throughout the world 

The vvoild-wide system ol Aineiican-owned anlields ccitainly 
exceeded by lai the existing nelwoik and inslallatioiis owned 
by any piivate inonopolv m the world, and in the field of tele 
communications, the government-owned facilities piobably 
rivalled the global tonncttioiis ol Intel national rdephone and 
Telegraph with the othei piivate ladio and wne seivices thiown 
in Many ol the govern men t-owned installations would leniain 
under military control in such aicas as the United States might 
take ovei as “strategic frases ’’ But there was a vast wai surplus 
which could be turned to civilian use, and moieovei, m fields 
which aie of gicat value from the viewpoint of lacihiating 
economic and political penetration T he War and Navy Depait- 
nients proposed to solve this pioblcni by creating a single gov- 
ernment-backed Aniei lean-flag monopoly lor world air traffic 
and anothei single monopoly in llie field ol telecommunications 
by merging all radiotelephone, radiotelegiaphy and wire 
services 

The State Department opposed this plan, not because it 
ob|ected to efiective American utilisation ol the waitime facili- 
ties cieated thioughoiit tlic woild, but because it thought that 
this objective could be attained bettei bv otliei means As was 
explained to a Congicssional (ommittee by Assistant Secretary 
of State William L Clayton, the end sought by American policy 
in the held of aviation is not primal ily to connect the homeland 
with American territories (as is the case with Biitain), “but to 
carry Ameiican passengeis and Anieiican products under our 
own flag to all parts of the woild ” This is as precise a definition 
of economic policy for the whole held of woild tiade as can be 
found anywhere 

But of special interest at this point is the main reason given 
by Secretaiy Clayton in opposing the Army-Navy scheme It is 
that a single monopoly created under government aegis would 
eventually mean government ownership. He argued that the 
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satne objective sought by the military agencies could be obtain- 
ed through the “tonipetitive system”, that is, the existing air 
monopolies, especially since they are not hampered by lack 
of finances or resources In the telecommunications field, the 
Secretary opposed a merger ol the services because in this case 
also a government-sponsored meiger would raise the prospect 
of state ownership 

However. 111 both cases, the State Department lavored unified 
control of policy at the government level, without direct parti- 
cipation in the financial structure of anv of the monopolies It 
was held that government co-operation with piivate firms would 
be necessary for the purpose of negotiating with foreign 
governments Clayton put it this way “We can retain the 
benefits of our charactensticallv American methods and deal 
effectively with other countries, without adopting their patterns 
of economic life ” He preferred to tall the policy suggested in 
these fields “regulated competition ”* 

This neat and flexible balance between “free” and “regu- 
lated" competition was not shared by other branches of the 
federal administration While the Army and Navy Departments 
were tor the fullest use of the government power to force 
mergers and promote monopol) in accordance with an expaii 
sionist policy, others went to the opposite extreme in the service 
of the same policy Wendell Beige, for example, was opposed 
not only to “goveinment cartels” but to government contiol 
over cartels, because “effective government control over such 
agreements would lequire such a degree of interference and 
surveillance over private industiy as to place in great jeopardy 
our own free enterprise-private property system " 

Despite his concern for the "free enterprise-private property ’ 
system in the United States, he did not hesitate to advocate 
inter-government action to eliminate “inefhcient and artificially 
maintained” industries abroad * In the very nature of things, 
the proposal to scrap such industries was directed prominently 
against British industry, which is the outstanding example of 
comparative technological backwardness Berge was kind enough 
to suggest that international credits be arranged to bring about 
^he orderly elimination of backward industries— which can very 
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easily be interpreted as a proposal to reculate industry throueh- 
out the world. 

If American trustified "free enterprise” is to have its way 
in the world it must also obtain command of the essential raw 
material sources Most often this lies behind the opposition to 
government cartels”, bv which is sometimes meant almost any 
kind of government commodity agreement The British, for 
example, enjoy a monopoly in a number of raw materials, the 
sources of which are located in the British Empire and in the 
Dutch and other dependent empires 'Fhrough government- 
imposed cartels and commodity agreements, the English mono- 
polists cornered materials not found in the United States or in 
Amencan-doniinatetl /ones — like natural mbbcr nickel, qui- 
nine, industrial diamonds and a good share of the tin supply 
As long as these are not replaced by satisfactory synthetic 
products or substitutes, and as long as the British colonial 
monopoly is intact, the American industrialists would remain 
dependent upon the British-doininated cartels 

In the drive for complete selt-sufficiencv, which has become 
so characteristic of the American policy, one of the mam objec 
tives IS to bleak down such raw material caitels Heie there is a 
difference of tactic home would insist upon the elimination of 
all government cartels, as a price lor American economic aid, 
and leave the held open for ‘‘free competition” Others, in 
contradiction to the general anti-cartel policy, would rather 
exploit the American control of important raw materials to 
force a way into the existing cartels, much in the same way 
as collective trusteeships are seen as a means of breaking into 
the old colonial monopolies 

The latter view is upheld in the American government policy 
on commodity agreements Mam emphasis is placed upon in- 
cluding consuming countries, among them the United States, 
on an equal basis with the raw-matei lal countries, as opposed to 
the British policy of restricting such cartel agreements to the 
raw-material producing countries only The United States also 
proposed to conclude agreements on a limited number of 
materials, the production of which was greatly expanded during 
the war. At the same time, it pressed for an international 
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economic organization to supervise all government commodity 
agreements ' Obviously, the intention is to foice a reconsidera- 
tion of all government-controlled cartels in raw materials 
While basing itself on the “free enterprise” doctrine and 
emphasizing opposition to trade barriers which restrict Ameri- 
can coiiiiiicrce, the government policy was flexible enough to 
favor agreements of the cartel type in certain fields tveii 
government-sponsored or initiated cartels weie approved when 
they proved useful in controlling surplus stocks or in obtaining 
a gieater share oi law materials aheady monopolized by otheis 
Where the requirements of the expansionist program demand 
government intervention to “unify” policy oi break down an 
existing monopoly, intervention is readily supplied 

Free enterprise, even as a doctrine, is far from being the 
uniform and unbreached <odc it is made out to be It is tiue 
that as a whole government intervention in the economy is kept 
to a minimum, and the gigantic “free entcrpiise” enjoy 
unparalleled freedom of action Intervention is welcomed by 
them when it serves tlicir pur|K)sc, intervention is lought vigoi- 
ously should it in any way threaten to interlerc with the 
freedom of the trusts 

3 CAR fKL BUSI ING 

If the British jiro-cartel policy is static and retrogressive, in 
the sense that it seeks to restore prewar relationships, the 
American anti-caitel drive tends to perjieluate the waitmie 
disruption of the caitcl framework and to replace it with a new 
structure in which the ptime {xisition of American monopoly is 
registered This underlies the American crusade against cartels 
President Roosevelt’s letter to Secretary of State Hull 
(September 1944) is often cited as the basis of the national 
anti-cartel policy Singling out Germany and the Nazi use of 
the cartels for political ends, the late President defined t 
general policy, as follows. 

The defeat of the Nazi armies will have to be followed 
by the eradication of the weapons of economic warfare 
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[cartels] But more than the elimination of the political 
activities of Geiman cartels will be required. Cartel prac- 
tices which restrict the free flow ol goods in foreign com- 
merce will have to be curbed With international trade 
involved this end can be achieved only through rollabora 
live action by the United Nations 

Two main objectives are stated to eliminate the German 
cartels as weapons of economic warfare and to curb t artel 
practices whuli restrict foreign trade. It is not clear whether 
the President meant to eliminate the t.irtel system as a whole, 
or only to curb those practices whuh are restrictive, although 
restriction, control and regulation are the essence of .ill cartels, 
as of till capitalist monopoly In any case, whethei iiitei preled 
in the bro.id or nairow sense, the President’s letter reflected the 
basK economic policy lor the postwar period to remove or 
lessen all barriers and restrictions, governmental or private, 
tending to interfere with the expansion of American trade and 
capital investment abroad It w'as proposed to do this through 
“collaborative .action with the United Nations’ 

This policy has the merit of appealing to the traditional 
trust-busting sentiments ol the American middle class, which 
Roosevelt reflected tlnoughoiit his Administration, and at the 
same time meeting the basic requirements ol American mono- 
poly capitalism 

Of special significance is the direction in which this policy was 
developed by the Kilgore Committee Its report on Cartels and 
National Seivnly, sumiiiartzing the findings on the prewar 
cartel system, proposes the eliniiiiation not only of the German 
cartels but of the cartel system as a whole It holds that any 
effort to maintain the international cartel system will help kec*p 
the German militaiist-monopoly clique in powei Partial steps 
to curb certain cartel practices or to place cartels under govern- 
ment scrutiny are rejected .is insuflicieni The c.irtel system as 
such IS to be “outlawed”, and this is to be supplemented by 
enforcement measures to prevent domestic participation in any 
kind of international cartel • 

In it^ general approach to the cartel problem, the Kilgore 
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Committee reflected prevailing opinion in leading big business 
circles only in the sense that the> weie opposed to the prewa) 
cartel structure The attitude of the Kilgore Committee to- 
wards German industr) and the German industrialists, tor 
example, was by no means the settled position of American big 
business Nor can it be said that the American monopolists 
were read) to agr«e to the elimination of the cartel system as 
a whole, in perpetuity In the mam. they opposed the restora- 
tion ol the old cartel structure, now considered especiall) 
restrictive because of the greater economic power of the United 
States Obviousl) the) would have no objection to using gov- 
ernment pressure and a militant anti-cartel doctrine to obtain 
a much greater share of the world market and open new 
spheres of penetration Nor would there be too much objection 
to forcing recalcitrant fellow-monopolists to stay out of cartels 
for the time being when this suited the main objectises of the 
expansionist drive 

That position is adequatel) expressed in the general “free 
trade” polit) of the government wnthin which the anti-cartel 
program is developed, as, foi example explained b) Assistant 
hecretar) of Siate Dean Acheson to a Congressional Committee 

Obviousl) our efforts to mitigate restrictions on produc 
tion and trade will not be wholly effective if we permit 
business enterprises b) agreements among themselves to 
impose restrictions on output, to divide markets, and to 
maintain prices ^ 

Naturally such statements w'ere not entirel) to the liking of 
the magnates of a system which operates on the principle of 
restricting output, raising prices and dividing markets But 
statements hurt nobody, as long as the dominant trusts control 
the domestic market where they can do as they please, while 
lecturing their rivals in other countries on the evils of mono 
poly These digressions could be risked safely by trustified 
industries no longer seriously threatened by foreign competition 
on the home market and eager to expand abroad 

This IS expressed clearly by Winthrop W Aldrich, president 
of the Chase National Bank of New York and president of the 
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Inlet iiciiioiiat Chaiiibei of Coimucice, who in summanzing hi& 
own poMlion pioseiited in as concise a toiiii as can be found 
anywhere the foreign economic {Kilicy of the government: 

Ihe liases for world tiadc, as I envisage llie problem, 
include ihe icduction of tiadc barriers, the eliiiiinatioii 
of lutcniaLioiial tarlels and of interiialioiial coinmodily 
agieenients the development of constructive foreign lend- 
ing poluics and a genuine stabili/atfon ol cunencies. 

With icspcd to the cartels he piesenied the position of the 
highest Tiioiiopolv ciulcs in the country, intciested m botli 
vvoild niaikcts and nivestniciit 

Boili nitctn.ilional cailcls and cominodii) agreement^ 
aic nuoinpatible with piivate capitalism and the free 
enteipnsc svstcin In then economic effects both are snm- 
lai to tiadc baiiicis in that ihev eilhei lestrict the total 
volume ol loieign ti.ule or divert it lioni its most eco- 
nomic channels 

Whclhei cailels and coiiiiikkIiiv agitemeiUs receive fresh 
impetus m the ptisiuai woild will depend largch upion the 
policy of the United Stales I trust that its |X)licv may be 
one ol opiKisition 

Although iheie were shades ol dilfercnce on such questions 
as (ommoditv .igiecments and curiencs stabili/ation these views 
mav be taken as reptesenling the position of the most highh 
tiustilicd sectoi of indusliv and finance This sector counted 
upon obtaining a vast shaie of world markets and investment 
by pitting its strength against wliatevei cartel combination 
might gather .iround the Ihitish monopolists, and, therefore, 
also by seeking to prevent such a competitive cartel formation 
from being created 

In this sense the government anti-cartel policies, reflecting 
also the tmditional middle-class anti-monopoly position, were 
fully in accordance with the high objectives of big business Thc- 
result of these policies, whatevei their origin or motivation was 
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to further the expansionist drive of American monopoly- 
capitalism Perhaps the most illuminating example of this 
coincidence, of this merger of middle-class trust-busting and the 
expansionism of the trusts, is to be lound in a passage from 
Cartels’ Challenge to a Free World by Wendell Berge, 
Assistant Attorney-General of the United States in charge of 
anti-trust prosecutions After asserting tliat it would be to the 
mutual interest of the United States and Great Britain to take 
a joint stand against cartels, Berge frankly states the alter- 
native : 

1 here is ample reason to believe that American exposuie 
of secret cartel practices may have its effect on the public 
policy of other countries and promote lommon under- 
standing that certain types of activity should be outlawed 
in other rouiunes as well as here But irrespective of the 
extent to which other governments adopt policies similar 
to ours, there can be no doubt that Aineruan business can 
thrive in competition with foreign cartels if it does not 
enter into cartel restrictions If freed of cartel shackles, 
American enterpiise should well be able to expand in world 
markets and render foreign cartel control ineffective It is 
doubtful, indeed, whether any major international cartel 
can effectively control world markets without the parti- 
cipation and co-operation of the American segments of the 
industry There is a real question whether foreign cartels 
can long suivive in many industries if American co-opera- 
tion IS not extended to them • 

Here conhdence is clearly expressed that the giant American 
trusts and combines, having at their command vast productive 
capacities and backed by an overabundance of financial re- 
sources, can compete successfully with any combination of 
monopolies on the world market and, indeed, force them into 
submission 

In some cases, however, American industry is not yet suffi- 
ciently concentrated or cartelized to cope with cartel competi- 
tion, and this also is taken into account by Berge. He favors 
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export association (actually, cartels of American producers) 
under the Webb-Pomerene Act as a means of “defending 
American inierests in cartelized markets ’’ Such combination, he 
thinks, IS justihed to obtain equal tooting on world markets. 
But, he contends, American export associations should be 
prosecuted under the Sherman Act when they permit them- 
selves to be drawn into a world cartel and participate in the 
division of markets The iunction of the export association is 
to improve the competitive power of American producers in 
those industries where powerful enough combinations or cor- 
porations do not yet exist He writes* 

If export associations are to be economically useful in the 
postwar world, approved by public policy and serving the 
purpose for which they were created, they must be the 
spearhead of imencan industry as it enters into compett- 
twn with foreign industiy for a fair share of world markets, 
rather than the tool of international monopolists to draw 
American industries into restrictive cartel agreements which 
contain provisions in conflict with the Sherman Act 

The main points made by Berge are sustained by Corwin D. 
Edwards In his opinion, a unilateral policy by the United 
States can prevent the consolidation of an international cartel 
system, since any single powerful producer or group of 
producers can maintain competition, thus preventing a cartel 
from stabilizing itself in industries where American exports 
play an important role Edwards contends that continued gov- 
ernment prosecution of United States participants in cartels can 
impose the anti-cartel policy upon American business He points 
to Department of Justice action in some forty or fifty cartel 
cases, even under wartime conditions resulting in fines, the 
putting aside of cartel agreements, the setting up of conditions 
making the renewal of old arrangements difficult, and in the 
voluntary modification of foreign policy by some large concerns 
Edwards goes so far as to suggest that the United States can 
force a change in the policies of other governments. He insists 
that the United States cannot remain complacent m the face of 
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f»;ovennii<;ut oi business rtsliitli\e polities Hnyiviiete in the 
wot Id, and believes tlial this (ouiitry inusl h<rht such tendencies 
Vk'ith lilt help ol vshatevei allies aie available “ 

In tsserice, ihe «<»\eiuiiitnl sought to impose a “tree tiade’ 
policy by bunging prtssuit to heai on cdhei iialions to discard 
the old caitel sliutliirt while simultancoiisis through anti-trust 
piocecdings loicing Atncitcan linns to withchaw liom the 
cartels Biitaiii sought to restore the jntAsai cartel ssstem, and 
its goveriiiiicnt police uas therclotc directed lowaicis forcing 
greatet ineigeis and highei caitcli/ation in British industry. 
In both casts, govci nment intcivciiLcl diiecth, in one countiy 
to impose pai ticipation in caitcls as a iiniloim and binding 
policy, in the othei to impose uithdiaual liom the cartels u]Km 
all blanches ol Amcric<m indnstM. even the independents The* 
Aiiicricans pielet to call this “fiee competition' the Urilisli 
“regulaltcl competition” Actiialls these phiasts expuss in 
slogaiii/ed (oim the iivalis between Biiltsh and Ameiican 
inonopois capital in the competitive snuggle loi ledivision ol 
world mnikets 

The all-out anti-cat tel |K)Iic\ was not liillv shared by all 
sectois ol big business and in all government circles 1 hese 
sectors were not loo le.iclv to assume that the power of the trusts 
would be sufficient to break clown the old relations in all 
cases, including some nn})oitani industries and raw material 
monopolies especialls in instances w’heie othei govcinnients 
b.iiked the cartels I hts view w.is lepicseiited. lot example, b> 
Milo Pet kins a consultant to several Imsiness hims on foreign 
policv and foiineilv I’xecuttve Dnectoi of the Boaref ol 
Iconomic ^^allale He wiites 

Anieticaii business even at its stiongest is relatively help- 
less against the competition of well -organized foreign 
, business sii/i/irn/ed h\ the powet of tlieit f^ox<erntitenl\, lt\ 
the ent) \ rtf fotetgn gox>etmnent\ into the picture that make^ 
the diffeienre I'or the truth is that our government is 
the onlv government in the world that is actively opposed 
to centtalizcd controls ovei foieign trade The pressure 
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of tircumsiaiues will tetul to make ns attept cariels because 
othei nations aiiepL them 

While agrceinjr lhat the (Jeiman-doniinaicd cailel system 
should Ik hioken up .iiid that the power ol the German and 
)<ipanese monopolies should he ilestiosed, Perkins was not 
willing to dismiss the (aiiel as an iiistiunient of economic polic\. 
His appioadi was moie eautioiis, evpiessing leadiness to work, 
both with the lartel ssslcni and against it. as i in unistaiues may 
prcsciibe As he saw it, the piobicm is ' to shape the various 
foinis of lioth lompetitton and monopoly into iiselul instru- 
ments of our national and intcinational poli(ics”‘‘‘ 

1’hose who held this view lavoictl government tonirol over 
the politics ol intcinational taitels ilnoiigh tompiilsory legis- 
liation ol all taticl aitangements Witli ditfciciues as to the 
extent to whuh taitcl aiiangements should be ihstloscd. many 
big business intcicsts l.ivoietl the jnoposal lot registration, as 
a means of establishing a nitniniuni tential rontrol by govern- 
ment a (citain unilitation of polity at the highest level" tt> 
ONiriteiatt the tariels sponsoicd b\ other gtiveinnients Thus, 
the National foieign hade Caniiuil, tomposetl of big export 
and tiaiispoit iiuciests, uigcti tompiilsory legistiation ol tartel 
parts in the Depailuient ol State, with the piovision that Con- 
gicss tlcMil) ticline the ob|ettive tif foicign etononne pdicy to 
which the t artels shtiiiltl be retpiiied to atihere 

No doubt the tentleiuv to seek a loinmon limit with the 
British, .IS pait ol a gencial |X)litKal oiientation ilnetted against 
the new' tleinotratics ol Kuitipe and the Soviet Union, also 
plays an inipoiiant lole heie Biitish monopoly le<iders applied 
ronsistcnt pressure to establish this tvpe of tartel to-opeiation. 
Reministent of the effort made at Duesseltltirf in it)t{8 was a 
message lioin the president of the ^edcratum of British Tnthis- 
tnes to the national convention ol the National l*oreign Ttade 
Council of the United States in Otiober ii) 4 ‘} The message 
declaretl that "the Kederatitm attathes the gieatest importance 
to a tlose cti-operal ion hetw'een Ament an and British indnstnat 
interests in the stilution of postwar problems," and expressed 
the desire "to distuss with business mteiests m the United 
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States how best the industries of the two countries could co* 
operate in this common task 

Conflicts were itharp, but reactionary political compulsions 
were also strong Strenuous efforts were made on both sides ot 
the Atlantic to overcome this contradiction One of the war- 
time international gatherings of big business (Rye, New York. 
November 1944). despite a sharp conflict of views, succeeded in 
adopting a resolution which declared it “essential to preserve 
the benefits of such [cartel] agreements, and to avoid their use 
in a manner which is contrary to the public interest of anv 
nation.” Leaders of American monopoly also joined with the 
British in the declaration that “it is vital to economic co-opera- 
tion between nations, that they reconcile their views and 
practices in regard to these agreements over as wide an area as 
possible and establish rules and standards to govern such agree- 
ments in international trade ”** 

A leading “anti-cartel 1st” of big business, Winthrop W. 
Aldrich, was one of the leading lights at the Rye conference and 
one of the most persistent spokesmen for Anglo-American 
“co-operation” as the key to the solution of peace problems. He 
Vigorously opposed the Bretton Woods project for an interna- 
tional bank and monetary fund, on the chief ground that an 
Anglo-American settlement must hold priority over any general 
United Nations agreement He was one of the first advocates of 
an American giant to Britain of billions of dollars, in return for 
which American business was to obtain freer entry into the 
British sphere As president of the International Chamber of 
Commerce, he strove to create a partnership in which the British 
would play the minor role but which would be directed towards 
the realization of the world aims of American monopoly capital 

Following the first postwar meeting of the International 
Chamber, which took place in London shortly after the Labor 
Party victory, Aldrich explained to his fellow-businessmen in 
New York that a common agreement with Britain and all parts 
of the Empire would be of immense advantage “not only to 
ourselves and to the British Commonwealth of nations, but to 
all those areas of the world in which private enterprise pre- 
dominates ” According to him, such an agreement was essential 
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to reconstruct Western Europe and particularly to co-ordinate 
economic policy for Germany along lines energetically advo- 
cated by leading British business circles The problem, as 
Aldrich explained it. "is not that of restraining resurgent 
German business but of building up industrial, transport and 
communication facilities essential to sustain life in Germany and 
to support the economies of other European countries 

While using the anti-cartel policy as an instrument to break 
into established monopolies, to prevent the consolidation of 
cartels competing with the American trusts, and to extend the 
American corporate system, United States monopoly capital at 
the same time did not close the door to a new cartel system 
which would serve its expansionist and political aims 

A detailed juridical document on cartels prepared by the 
National Foreign Trade Council illustrates this A long array 
of evidence is presented to show that for reasons of "national 
interest” it would be more advantageous for American firms to 
participate rather than abstain from cartels which would pro- 
ceed anyway, even without American membership It is shown 
that efforts by the American government to outlaw participation 
in the cartels would be largely ineffective because of the parti- 
cipation by American capital in combines and joint companies 
abroad and the establishment of large branch enterprises in 
other countries which join the cartels as "foreign enterprises.’ 
Growth of slate intervention in the economy abroad is cited as 
proof that it would be unrealistic to "reform” or “convert” 
other nations to the American concept of "free trade.” The 
Soviet Union is mentioned as an example of a nation that "we 
cannot reasonably expect” to convert The Council therefore 
comes to the conclusion that "to continue to operate in the 
foreign field our private enterprises will need more than ever 
before the collaboration of government and the right, subject 
to revocable clearance, to make appropriate international busi- 
ness agreements 

Differences exist as to the means to be employed. Some are 
ready to rely completely, at least for the time being, upon the 
strength of the powerful American trusts, while others would 
simultaneously, and some even mainly, use the cartel weapon 



WORrn MONOPOIY AND PKUE 


176 

backed up by }»oveinnient piessiue J"he in.uii objective — 
expansion of the Amenrau control of the world economy — 
not in dispute Nor ran it be said that any inipoitant sector of 
monopoly m the United States, including e\en the biggest 
trusts w'huh lely upon the diicxt extension ol their own coi- 
jxnate coiTibinalions lathei than the caitels. icnoiinccs the cartel 
except as a pressuie move diiected against the liiitish doininaled 
system 

Kven the National \ss<Kiation ot Maniilac tiiieis could pio- 
claim in conseiuion at the end of icj^j that ‘ caitels aie contiary 
to the piniciple ol Itee eiileipiisc," and then pioceed to direct 
the main attack against goxeinment ‘caitels and monopolies 
In the terminology of the Iree-entcrpiiseis, this .ipjilies espe- 
cially to the foteign-domiiiatecl caitels and to .iii) effort cit 
government 10 chiect the domestic econonu Houesci, in th: 
more seiious mnei liteiatuie of NAM, the c.ntcls aie handled 
with chic lespect While it is conceded that ‘the cartel lorm 
may, as the result of numeious pressiiies, undeigo changes in 
the futuie,’’ thcie is no inclination to reject caitels as such "* 
Kor NAM actually to reject the cartels isoulcl be laiitasiu, a 
negation of NAM itself, which dominates the whole trade asso- 
rialion stiuclutc in the Uiiited States 

Other leadeis of NAM could atloul to lender their \iews 
more fieelv As the defeat of Hillei C.eimany ajijnoached, 
some Irce-eiiteijJi iscis became Insteiical and even incohcient 
at the j)ios[x;ct ol a cleincKialic Luroj^e Dr Vbrgd Joidan 
President of the National Fiidiistiial Conference lioaid a N \M 
ofTshoot, delivered the following diatribe before a meeting of 
Massachusetts indusiiialists* 

'File Euic)|>ean and Asiatic statesmen who ate planning 
and hudeiing their postwai world on the ideological founda- 
tions of National Socialism, w'hile dcsliosnig the Na/i mili- 
tary jiowei with our aid know' better 01 scMinei than the 
Na/is did that that w’orld cannot live lor long half undei 
Socialist setfdom and half under economic fieetlom This 
recognition is no less urgent m the long run for Uncle 
Joe’s [Stalin’s] totalitarian autarchy than it is for a nation 
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under pdilunicniai) «(>vcrninent like Eiiglaiui. who mu!>l 
live by trade oi starve, and who knows tlial het postwai 
planned econoiiiv. howevci complete, cannot compete m 
any liec market ol the woild with the pimiuttive power ol 
a tree \mciua 

In a jjostw.n woild ol socialist slates, the pie-New' Deal 
idea ol ecoiioinic liccdoiii would lemain a subversive revo 
liitionaiv tone internationally as well as inteinaliy, ]nst as 
Bolshevism was alter the last wai ”* 


3 . FREE ACCESS 

The phrase most ollen used to tlescnbe the csseme ol the 
Ameiuan loieign econoinic policv is ‘ I*ree atcess to the taw 
materials and niaiktts ol the woild ’ Implicit in this slogan arc 
all the expansionist lieedoms It Britain sought to re-tonn 
regional blots dominated b\ hcrsell through a svstem ol tailel- 
i/ed and pohtual tontrols the Unitcil Slates was no less ton- 
terncHl with maint.iinmg tegional blots lied to its t>wn ‘‘Irec 
trade” ptogiain 

The Intei-Amei uan (amleieme at Mexuo (atv in Eebriiai)- 
March oilers inipoiiatu evideiue ol the iC(hiiK|ues and 

the ob|ctli\es ol the United States 1 he Act ol Cdiapiiltepcc 
projected an intei -Ameiuan svstem mnmini/ed horn outside 
political iiiteifeience 'I he Ihoiioiiiic (-haiiei ol the Aiiiericas 
sought to establish an econoinic bloc undei the exclusive dmm- 
nation ol the United Slates Iiiliodticcd bv the United States 
and passed by tlie I’onleiencc with some amendments, the 
Chartei is csseiiliallv a statement ol Vnictuan policv, leflcciing 
fully the expansionist piogiani ol the monopolies Its ami is to 
establish the unchallenged primacy ol the “free competition” — 
that is, the inonojjoly — svstem in the Ament as. 

The ten piinciplcs enunciated m the Chaiter can be summed 
up as lollciws 

(i) The fittainment of highei levels of living through 
expanding domestic and loreign trade and investment, 

(a) equality ol access by all nations to trade, law mateiials 
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and producers’ goods, the latter being added on the insistence 
of the Latin American delegations, 

(3) reduction of all barriers to trade, with the qualifying 
phrase, introduced by the Latin Americans, “in accordance with 
the purpose of assuring all peoples of the world high levels of 
living and the sound development of their economies,’’ 

(4) inter-government action to prevent cartel practices which 
“obstruct international trade, stifle competition, and interfere 
with the maximum efficiemy of production and fair competitive 
prices to consumers,’’ 

(fj) elimination of the “excesses which may result from 
economic nationalism,” 

(b) “The American Republics will undertake to afford ample 
facilities for the free movement and investment of capital 
giving equal treatment to national and foreign capital, except 
[added under Latin American pressure] when the investment 
of the latter would be contrary to the fundamental principles 
of public interest,” 

(7) support to the Bretton Woods proposals for an Inter- 
national Bank and a world Monetary Fund, and to the Food 
and Agricultural Organization of the United Nations; 

(8) promotion of the system of private enterprise and “to 
remove as far as possible obstacles which retard or discourage 
economic growth and development,” 

(q) international commodity agreements, including consum 
ing and producing countries, “in exceptional cases of important 
primal y commodities in which burdensome surpluses have 
developed,” 

(10) realization by the workers of the Americas of the objec- 
tives ol the International Labor Office, as set forth in the 
Philadelphia Conference 

An accompanying resolution on Industrial Development 
restates these principles and stresses as the most favorable 
conditions for the development of industry 


The desirability that such industries survive without 
the necessity of permanent, high customs protection, since 
that would be prejudicial to the legitimate interests of the 
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consumers When the establishment of new plants in exist- 
ing industries is involved, the concession of greater protec- 
tion for the products of such plants will be avoided. In the 
establishment of industries the American Republics will 
undertake to stimulate private enterprise, avoiding in so 
far as possible the competition of governments with private 
enterprise except [added by the Latin Americans] where 
IS essential to the public interest. 

Also on the insistence of the Latin Americans, a point was 
added to the industrial resolution favoring the assurance to 
national capital of “just and adequate participation" in the 
establishment and management of new industrial enterprises 
Such industrial investments, according to this amended sec- 
tion, “should not. as a general rule, displace the national capital 
of existing industries, businesses or economic activities ” 

As can be seen, the mam emphasis m both the Charter and 
the resolution is upon private enterprise and the non-interven- 
tion of governments in the economy Of the ten principles in 
the Charter, six are devoted to guaranteeing the unhampered 
rights of private enterprise or the removal of various restrictions 
on trade and investment In the Preamble to the Charter, 
economic liberty or freedom of action in the economic field is 
stressed no less than five times Although toned down here and 
there by Latin American opposition, the economic documents 
of Chapultepec embody the four freedoms of expansionism^* 
The amendments obtained by some Latin American dele- 
gations reflect dimly the opposition aroused by this program 
among Latin American labor and in industrial circles It can- 
not be otherwise Despite the readiness of some sectors of 
national capital to co-operate in the investment program on the 
terms set by big business, it was widely understood that un- 
hampered and unrestricted expansion of the United States 
corporations in semi<olonial Latin America could have 
disastrous effects upon economic development and political in- 
dependence Organizations of national industrialists in Mexico 
and Cuba were sharply critical of the documents 
The opposition of the progressive circles in Latin America 
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w<l^ cxpiesscd most cleat ly and forcibly bv Vicenle Lombardo 
I'oledano, president ol tbe Latin Ameruan (amlederalion ol 
Lalior ((iTXL) With icspeit lo the (.haitci and the Industrial 
Resolution as (inallv amended, he pointed out that the) tailed 
to meiilion anv impoilant lesti it lions upon the investment ol 
rotci}>n capital, “such uncontrolled insestmcnts being as thes 
have been, the main lactoi m l.atin Amenta s uneven and 
backward economic stiiicline” He stated hirther th.it it is the 
position ol the I^atin Ainciitaii labor movement th.il 

I he establishment of legal letpiisiles lot such investments 
should be an essential part ol the defense ol Latin \merica's 
imlitital indepentleiite and of tbe snuggles to obtain bei 
eeonoime independence I he l*tonomit ( h.ntci, more 
ovei, does not lelet at all to the pioblem ol setting piice»- 
for those pioclutts making up the mam tiade between 
senn-colonial Latin \meiiea and the industiial nations 
'This cpieslioii IS ol nemendoiis nnpoitance One ol the 
bases foi exploitation of 1 atin Amenca is the lad that tlu 
big monopolies buy Latin .\meiitan raw m.iteiials .u veiv 
low prices and sell the linished goods abio.id at a leiiilic 
pi oil I 

I he C.I \L also piotests against the emphasis of the 
Lcononiie ( hai lei on so-called piivatc enleipnse and non- 
inleiventiou ol the state in national or intei national eco- 
iiomv Appioval ol this thesis would mean giving the 
monopolies the veiv weafion the) need to wipe out medium 
and small mclustiy and commerce in Latin Vmerica and 
at home-*' 

'1 hiis monopoly expansion abroad, whether ol the liee tiacle 
oi the caiiel vaiiety, inevii.ibly sets into motion a connter-move 
meiit of economic and political defense against it Depending 
iijnm the level ol the democratic and progiessive movement 
ill each coiintiv and the degree to which the Latin American 
ji^ivetnmenls actuallv leflect the needs of national development 
they have set up many goveiiiment-tvpe contiols aimed at 
protecting the national patrmionv and developing the national 
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economy Where these (oiitiols and restrictions operate iii the 
dneetion ol^ assiuinj* ji>iealei national independence, the) are 
diiected jneciselv a(>ainsi nnpciiaiisl penetiation within the 
coiinlrs and towards restiKtin« tlic fieedom of the foreign 
monopolies and of capital investment fioiii ahioad 

An analssis of inscsiment i)\ I'nitcd States capitalists in 
Latin Aiiiciica during the inteiwar pciicKl levcals how these 
iiivestments have given economic development <i one-sided 
ch.iraciei and impecleci nichisti lali/ation In i() 2 C), si\tv-two per 
cent of these investments weie in the evtiactive incliistiies 
(agiictiltiiic milling and pcttoletini). and nr, pet cent in piihlic 
utilities and tianspoi tation most ollen in con|(inction with the 
movement of lau tnateiials Lesv ///cz/i letYv/ pr t (nil io(i\ tit 
ininnifiu hn mg foieigii capital is clev'oted almost entirely to 
the dcvelopineiU of the law mateiials needed l>v iiidnsirv in 
the Ihutccl States and othei iiidnslriali/ecl countries, and 
opeiates to establish <i iiionofjolv in the soiiice ol lavv material. 
All eitorts to overcome the semi-colonial economic stains must 
therefoie ineliide resliietions and contiols oven the direction of 
capital investinenl as well as piotective measures loi national 
capital and indiistiv 

Hie piogiani ol the C- 1 AL sets forth a nnmbei of ctmtrols 
which should be established ovei loieign c.ipital investment 
Spheres of loieign capital investment should be clcailv dchned 
with the pill post ol preventing loieign control ovci the basic 
branches ol the national economv In eveiv nndeitaking involv- 
ing foieign c.ipital domestic capital should })ai Impale in a 
nia|oi capacitv to avoid the shunting of national capital to 
secondaiv oi non piodiictive acliviiies Voreigii capital invest- 
ment should be channcli/ed in accoulance wnth the national 
needs, and should be leciuiicd to reinvest Us piofits within the 
(ountrv to impiove and expand incluslrv The e.xtcnl to which 
the natural resources shall be open to loreigii exploitation 
should be conliolled with a view to protecting the national 
reseives and the national inteiest Tune limits should he placed 
upon the concessions gi anted foreign capital Transportation 
rates, state taxes and duties should be stipulated in dealings with 
foreign capital investois, and collective baigaining contracts 
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should be obtained guaranteeing just wages and services to 
labor 

These are among the most important restrictions of a govern- 
mental type which are required if the industrialiration and 
moderiii/ation of the Latin American countries, with the aid of 
foreign capital, is to proceed under conditions of full national 
sovereignty and lead to the most beneficial development of the 
economies The “free trade” proposals of the United States, 
worked out as a tully-fledged program m the Economic Charter 
of the Americans, threaten the independence not only of the 
Latin American peoples but of other dependent and semi- 
dependent countries, .wherever the attempt is made to impose 
them 



IX. An American ^orld Trust? 


THE FORM OF THE Americdn ciusade varied from country 
to country and region to region, depending upon the nature of 
the obstacles encountered But its character and direction were 
plain enough There emerged the outlines of a program tor 
world hegemony, based essentially on the economic expansion- 
ism of the monopoly giants and supported by a correspondingly 
reactionary turn in the sphere of foreign policy 

What are the piospecis that such a program can be realized 
by the American monopolists where the Germans tailed’ We 
have seen how an f G iarben magnate dreamt of a German 
trust reaching from Odessa to Marseilles The hundred-billion 
dollar dream goes beyond any single continent to encompass 
the world A world trust, no less, is plotted in the board rooms 
of the big American corporations 

At least that would seem the “logical” culmination of the 
expansionist program which unfolded after the defeat of the 
Axis Can such a program succeed’ Flow does it stand up 
against the experiences of history and the tests of present 
reality? 


1. WORLD "PLANNING" THROUGH CARTELS 

In cartel circles there has been much talk of the “organiza- 
tion" or “co-ordination” of the world economy. This has been 
stressed particularly in the British discussions, an outstanding 
example being the World Alliance Plan of Sir Edgar Jones 
Even in “free enterprise" United States the view has been 
advanced in some circles that the cartel structure, under varying 
degrees of state supervision, and supplemented by inter-govern- 

i8, 
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nicMl coiiiliKKiitv dgittiMCiils offers tJie main cliaiincl loi Uic 
ouleiing ol uoiid ludo and (he iiiitigalioti of ccunoiiiic coip 
H icts and discs 

A leading; spokesman fin this view in the IJniitd Slates, 
I’lof J Anton de Haas expounds (he dodinie in an aiticle 
tailed ‘‘laonoinit l*eate 1 h rough I’lisate Agieemenis ’ * His 
.Main diesis is (hat econoniK (ollahoialion helueen nations tan 
he adiicsed onl\ h\ eaicfni planning and a loi in ol control 
wliiih will lo-oidinate (he etonomit attisilies ol private Inisi- 
ness with the “pattern ol woihl co opci.ilion “ A stable 'world 
IS to he* ‘built upon eo-oidinated national econoniics ’’ This 
ol>|eetive he holds eaiinoi be attained (Inoiigli eeniral gov- 
c*ininciit agencies, since goveininent eontiol o\ei industry 
“ineMtablv lends (o pioinoting supposed national inlciests’' 
and would (heieloie lead to seeking national advantage at the 
expense ol ccoiioinic peace The oiiK wav such national limi- 
tation can be .ivoided, sa\s the piolessoi is ihiough the cartels, 
h.iseci in (he (nst jilacc upon doinestir indiisti i.il agi cements 
Ol Intel nal c.n teli/ation 

If the c <11 tel IS to escape all national linntalioiis and bex.oiiie 
<1 siipia-nation.il svsteiii it iniist be endowed with its own laws 
,nid lcg<il pietede*nts Xccoidinglv de H.iiis uigcs tlie thorough 
Itgali/ation ol the svstein a veiitable woild goveininent linlo 
Itself with Its own (ouits including c'ven a world caitel court 
on (he* model ol the Wot Id C<oiiit ol the Lc.iguc of Nations 
111 this w'a\ the cailel is to become the iiisti uiiienl ol “inter- 
national co-oicinialion the chaniiel ioi organi/ing a stable 
woild economv lieed lioni the eonlliets between national 
inteiests He ejuotes a Kurope.in ol similar views, Di Flemer 
Haiitos to the elFcet that the world cartel is the “realization 
ol the principle ol a world economv the leah/ation of the 
piinciple ol the economic solidaiitv of nations in the lace of 
nation.il isolationist tendencies’’ 

In sum wh.it is jiroposed is the NAM progiam of “self- 
regulation of business' on an intcinational scale to which has 
been added <i dcgiee of government snpeivision sufficient to 
s.ileguard strategic industries and provide a legal framew’ork 
loi the w'oild cartel s\stem 
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r hi$ theory, ol couriie, of the vei7 essence of reaction 
Thus, de Haas envisions the reconstruction ol German mono— 
poU capital and its inclusion in the cartel system, which shall 
then opeiaie lo “meet etfectiveh the united front of Russian 
production” Neveiiheless his theory is worth examination, foi 
in one form oi aiiothei siinilai ideas about the co-Ordinaticpi 
o( woild etoiioins hate developed even in some liberal circles. 

fundamental to the whole iheors is the concept, as de Haas 
himself explains, that the cartel svstem envisioned by him 
would have lo stahili/e production on the basis of co-oidmat- 
ing the existing pioductive capacities Unlimited expansion of 
piiKluctton is to lie excluded as no longer possible 

In lealiiv this is ihe law of inonopolv, which operates to 
obstiuct the expansion ol ihe economy Trusts and cartels 
attempt to oveicoiiic the contiadiction of the capitalist maiket 
bv levelling pioduciion down to the demand while keeping 
prices up Piofitable opeiations call fen a stable product sold 
at fixed puces Ihe tendenev of monopoly, therefore, is lo resist 
anv impio\cineiu oi change in the product which would neces- 
sitate cosilv leadjustinems in the indusirv, especially since 
pteseiil laige scale indusliv involves big capital investments 
and iniricate piocesses Impiovements to lower the cost of pro- 
diuiioii in oidei to meet ooinpetuion are avoided as much as 
possible In cailcl agieenients the monopolies iheiefore attempt 
to assure inaxiimiin piolits bv adjusting the volume of pioduc- 
tion to existing capacities and processes, and bv maintaining a 
stable price set high enough to compensate for a lower output. 
All capitalist monojxilv .even in a period of economic upswing, 
acts as an obstacle to expansion The caitels institutional i/e 
this law on a woild scale 

He Haas like other cartel apologists, attempts to turn this 
vice into a viitne hv claiming that the cartel can mitigate crises 
l)v limiting jnoduction to the needs of the market, thus avoid 
ing a crisis of overprodui tion This, of course, is the hope of all 
cartel participants, and. in the last analvsis, of all who hope to 
overcome the anarchy of the capitalist market through some 
scheme of cartel-type co-ordination 
To a certain extent, a cartel within this or that branch of 
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indiisfiy can reiate pioductum to the ncetls of the luarkel. but 
it cart do so only lor a limited time and onlv as lonff as the 
cartel itself leinains stable lint cartels arc l)\ naime unstable 
Thev cannot withstand lor long an\ iinpoilant shift m cco 
notmc and polttical telattons or a sudden distinbancc of the 
world maiket Whatesei production and pnee Imniations had 
been accepted are then set aside, and the tonipclitnc slrugglc- 
between the monopolies again leads to uinestiincd pioduction 
Thus the cartels themselves contiibute lo cicatmg tuses of over- 
production, loi iheV arc unstable, signifving an uneasv truce 
lietwcen compel itois, each seeking a golden oppoitunilv lo 
obtain a teclisti ibutioii ol maikcts moie l.ivoiable to hiiiiscll 
l-iathcrinoie, the cartels aic also Mciinis oi iiises 1 he 
vvoild ccononiK cnsis of the eaih thirties led to a breakdown 
of practically all iiiteinalional control schemes and to the re- 
shaping of iiiosi of the caitels which existed pi un to icpjo It 
is an illusion to think that cartels tan become insliumenis of 
indiistiial peace when they aie no mote than instruments ol 
tenipoiaiv mice in economic watlait and ilieiiisehes both the 
insligatois <ind victims cd economic ciises Kxpiessing the con- 
Hicts ol monopolv capital on a world scale legistetnig the 
lelation ol economic lotces at a given tiiotneni lepiesentuig a 
tempnaiv ivacelul stage m a struggle senm lo be lesunied, the 
cartels cannot become the uistiiimeius ol pi'acelul economic 
devclopiiiciit 

7 he gcne’ial cjuestion laised bv tie Haas and olheis today 
was .list) j)osecl bv Karl Kaiit'.kv the leading theoretician of 
Ccrinan Social -Democracy during the lyst Woild War At that 
time, Kaulsky held that it was conceivable that “the present 
imperialist policy be supplanted bv a new, ultra-imperial ist 
policy, vvhich will intiodiice the common exploitation of the 
w'orld bv iiKeinationallv united finance capital in place of the 
nnitiial iivalries of national finance capital ” Kaiitsky was not 
readv to s.iv that it would be achieved but he did consider it 
tonceivahle and theiefore a ptarfiral objective to he worked 
toy fis n ffierms of nwiDing peme 

In i()i() before the Russian Revolution and the subsequent 
period of world instahilitv and ciisis leading to ihe .second 
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world war, Lenin gave the Marxist reply in his bpok, Impoial- 
Istfi'. 


We ask, IS It “coiueivable,” assuming that the capitalist 
system lemains intact — and this is precisely the assumption 
that Kauisky does make — that such alliances would be 
more than lemporarv, that they would eliminate friction, 
conflicts and struggle in all and every possible form^ 

This question need only be stated clearly enough to make 
It inifjossible loi any othci leply to be given than that in 
ihe negative loi theie tan be no othci toiiccivable basis 
undci tapitalism lor the division of spheres ol influence, of 
iiueiests, of colonies etc than a talculation of the strength 
ol the paituipants in the division, then general economic, 
financial, niiiitarv strength, ett And the stiengih ol these 
participants m the division docs not change to an equal 
degree, foi iintlet tapitalism the development of difterent 
'undertakings, ti lists, bianthes of industry^ or tountnes 
cannot be ex'en Hall a centuiy ago, {»ermany was a miser- 
able, insignificant totiniiy, as lai as Us capitalist strength 
was tonceined. toinpued with the stiength ol Fngland at 
that time Japan was similarlv insignilicant compaied with 
Russia Is It “conceivable” that in ten or twenty years’ time 
the lelativc slrcngth of the imperialist powers will have 
remained //nchangetP Absolutely inconceivable 

Therefoie in ihe lealiiies of the capitalist system, and 
not in the banal philistine lantasies of English paisons, or 
of the Geiman “Marxist,” Kautsky, “inter-impeiialist” or 
“ultra-imperialist” alliances, no matter what form they may 
assume, whether of one imperialist coalition against 
another, or of a general alliance embracing all the imperia- 
list powers, are inevitably nothing more than a “truce” in 
|ieriods between wars Peaceful alliances prepare the 
ground for wais, and 111 their turn grow out of wars, the 
one is the condition for the other, giving rise to alternating 
'forms of |)eaceful and non-peaceful struggle out of one and 
the same basis of imperialist connections and the relations 
between world economics and world politics * 
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1 his passage is quotetl ai ictigih because it gives the eswcnte 
the iiiattei h>i now' as lor ihe nine it was written Ol course 
the capitalisi sssieni did not icmain intact, as Kautskv assumed 
It would Ihc vuloiv ot scKialism in a vast area removed a 
whole stclot ol the vsoild cconoim from the orbit of tapitalisC 
development Alter that event ii became impossible even to 
conceive of a geneial alliance ol all trusts and all imperialist 
poiveis covet mg the whole vvoild unless such an alliance was 
seen as directed against the Soviet Union, with the object of 
renicoijxHatmg hei inlo the woild capitalist economy 
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If the (|ueslion is then tcdiiccd to the limits ol the capitalist 
woild — which aie bv no means static — the same realities which 
Lenin aiialv/ed bcfoie the advent of socialism still exist and 
ptedude an eia ol ccoiionitc peace But the cjiiesticm can also be 
put cliireienth, and is t>eiag laisecl m another wav bv the ‘‘free 
conipelition” doctrine which pievails in the United States If 
the veiv nistabihtv and teiripnary iriice-likc chaiacter of cartels 
pi c( hide “indnstrul ‘peace ihrough private agreements’ is it 
not |x)ssiblc foi the Anieiican trusts to organize the capitalist 
woild cconomv undci the domination of a single coiporativc 
svsieiid 

this IS not an abstract cjuestioii, for actually this was the 
diieciiou of tlevclopnieiu indicated hv the attempt of German 
im{)enalism to conquei the world, and it is being raised again 
bv the attempt of the Aineiuan inonopdies to dominate the 
capitalist woild cconomv The lattei is attempted under a “pro- 
giessive” piograni under anti cartel and free-trade slogans But 
the content of the progiam is uninistakahle “free access” by 
Ainencati “fiec enterprise” means domination bv giant mono- 
pdv leaching nno all corners of the capitalist and colonial 
world 

As compared with the cartels, and the intermediate form of 
monopoly, the combine, trusts are the most stable form of 
monopoly combination The process of greater concentiation of 
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production and ccnirali/aiion ot oiuiciship and control — which 
is charat terisl ic of the "highest stage” of capitalism — is ev- 
pressed in the tendenev loi cartels to develop into combines and 
for the latiei to develop into complete amalgainaiions under 
a single tiwnership oi contio! I his is by no means a peaceful 
prcKess, it took plaie histoiicallv and it proceeils today as the 
result ol conflict and snuggle 

The (|uestion theieloie i educes itself to this Is it conceivable 
that with the vast etonomic jjovsei of the Amcruan economy to 
support them, backed bv a tremendous militaiv might, a few 
giant AmeiKan tiusis inav be .ible to extend themselves on i 
world siale bv eliminating oi absoibing the weaker non- 
Ameiicaii monopilies, establishing their coniiol ovei otheis, and 
imposing a (oipoiate svstem of intei locking ownership and 
direction thioiighout ihe woild capitalist economy^ 

It IS [jossible to conceive of this oiilv as a (hieclion of develo(>~ 
ment, but as a development which cannot teach its culmination 
Long before the objective can be obtained the development will 
be tinned into its op|)c)site 

It will be tinned into its opposite because ol the contiadic- 
Itons among the impel lalist poweis and within vvoild monopolv 
rapital, the anarchs of the capitalist inaiket, the couiiter-inove- 
ment of demociatic and anti-ini|>eiial st fences m the capitalist 
and colonial couniries, and the woild lole ol the Soviet Union. 

Obviouslv new expansionist oppnt unities loi the American 
trusts arise Irom the deleat of German and Japanese imperial- 
ism and fioiii the weakened jxvsitions of Biitain, trance and the 
minor mipeiialist countries But \ni'*rican imperialism cannot 
so easily take cnei the positions formerly held by rival imperi- 
alist powers 

This becomes apparent hrsi of all with respect to economic 
penetration within Geiinanv and Japan proper As the American 
monopolies take ovei gi eater and greater shaies in the German 
and Japanese combines they increase their vested interest m the 
niainienance of the monopolv capitalist structure wuthin these 
countries The tendency to destroy the competitive potential of 
these rival imperialisms is overshadowed by the tendency to 
maintain them as an instrument of American expansion, with 
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the lesult that the greater the peuetiatton the more must the 
American mieiventiou seek to restore and rehabilitate the 
economic base and the [xilitual superstructure ot these rival 
imperialisms While the ob|ective mas be to revive them only 
as satellites ol American imperialism, in practice the restoration 
rekindles the old imperialist rivalries and toiitradictions which 
threaten the Aiiieiican hegemom 

In attempting to “lake oser*’ Geiman and Japanese imperial- 
isms one of the main obsiades encotinteied b) the American 
expansionists is the rivalrs of the British imperialists and the 
tiatellite powers giouped around them Britain was greatls 
weakened b\ the war, hut she did not lose the power of resist- 
ance and maneiiser against the ciuroat hments ot the American 
colossus The Ameiican expansionist drive serves to sharpen the 
antagonism between the two leading world imperialist powers 
in the struggle to take over 01 tontiol the greater share of the 
holdings and interesls ol the delealed powers 

This rivaliv is also intensified b\ the direct pressure of 
Ameruan big business upon Biitain and the Empire In the 
ambitious program of world domination the ob|eitive ol sub- 
ordinating the nia|or imperialist rival holds a leading place 
Whatever polilual gains mav be sought bv British reaction frtim 
an Anglo-Ameiican combination — siith as staving oft basic 
political changes at home, saving the Empire from complete 
disintegration or creating a common w'orld front against the 
Soviet Union — are offset bv the danger of becoming a satellite 
to the more powerful Unitetl States 

Among the major tontiadictions undermining the expan- 
sionist drive from w'lthin is the intrinsic w'eakiiess of the 
capitalist etonomv the csclical crisis Particularlv characteristic 
of ihe Amencan ectmomv is the cvcle of rapid expansion and 
precipitous decline and due to the leading role ot the United 
Slates this has the effect of hastening and deepening the world- 
wide economic crisis 1 he tendenev of the United States to 
contribute even greater instabililv to the world capitalist eco- 
nomv increases w'lth evers expansion of the American interests 
abroad, whuh results in tying other national economies -more 
tfirml) to the wilcljy gyiatifig Amencan economy While a crisis 



AN AVimiCAN WORLD I RUST? 


iiUcMisifies the impenalisi drive for iifcw markets and spheres ot 
iniei'est, the resulting expansion abroAd also results m sharpcnr 
ing inier-iinperialist contradictions in general, while at the same 
tune building up the elements ot a new crisis 

hven more important lioin the viewpoint ol the counter- 
imperialist movement are the extensive political repercussions 
of the Amentan expansionist ciusade 

Unlike the earliei penotl of imperialist expansion, the 
American diive takes place m the midst of a chronic world 
political trisis and moietiver at a stage where the democratic 
and aiUi-impenahst forces are moie matuie and tar better 
organi/ed In addilioii it develops at a moment in history when 
as a result ot the global liberation war the basic democratic 
loices especiallv in Lurope and Asia move to (ill in the 
'‘vacuum” cieated hv the deleat ot German and Japanese 
impel lahsts The cjueslion ot who shall take over is no 'longer 
predominautlv an exclusnelv iniei-nnpeiialist matter as was 
the case in earlier peiiods 

The Soviet Union whose svstem ot socialism operates entirely 
outside the oibii of mcmopolv capitalism, plavs a powerlul role 
in prevenimg the restoration of German impeiialism and in 
curbing and counteiacting iinpeiialist penetration and influence 
in both Furope and Asia Her world political position greatlv 
enhanced bv the war the postwar peace policies ol the Soviet 
Union encouiage the democratic and colonial liberation move- 
ments the world over Hand m hand with her anti-fascist and 
world sec untv policies the USSR also seeks to develop greater 
economic co-opcraiioii especiallv with her neighbors This helpis 
to sustain the independent measures taken by the new regimes 
to reconstruct and develop their economies along the lines of 
democratic stale capitalism 

1 he democratic movement greatlv intensiiied bv the war in 
Fairope ami Asia is now^ a chief contender for positions foimerh 
held bv the deleated and weakened imperialisms It tends to 
prevent the free operation of monopoly capital in hitherto 
subjugated regions New' sectors of the world economy arc in 
prorevs of being withdrawn from the exclusive orbit of imperial- 
ism as a result of the democratic upsurge. The aiiti-iiscUt 
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movement in liberated Europe and the colonial liberation 
movement especially in Asia set up new political barriers to 
imperialist and monopoly-capitalist penetiation The American 
crusaders may circumvent these barriers, sometimes by peaceful 
methods of concession and adaptation and at other times bv 
direct inteisention, but their cvpansionist adivities are 
obstructed incieasingly by democraiic hirres moving in the 
direction of eliminating the intervention of the ti lists and of 
imperialism entirely 

Furthermoie. one of the ettects ol the expansionist diive is to 
set into motion new anti-imperialist scttois in the colonial world 
— in Latin Aiiieiica as well as Asia in Aliica as well as the 
Middle East — and to aiouse also the opjxisiiion ol the people 
within the capitalist countiies Onipled wnh economic expan- 
sion IS the tendency towanls a political alliance between the 
United States and the most backwatd and reactionary forces 
ill the world If foi example, the impeiialisi sirnctnre is to l>e 
maintained in Cernuny and japan then the siippnt nnisi be 
sought of the neo-fascist and leactionary (owes within these 
countries against the }X)pulai democratic tendeiuies If the 
main objective of \merican jxdicv in (.bina is to assure 
dominant influence for the United States and unham]>ered 
opportunities foi economic penetiation. then an alliance must 
be formed with the feudal teactionaty forces gioupcd in the 
highest elides of the Kuomintang And if in Latin America the 
main aim is to assure complete hegeinonv ioi North American 
finance capital, th»*n politically tjie United States must seek to 
bolster the feudal and reactionary foices which vtand opjxvsed 
lo industrialization, the agrarian refoiin and democratic deve- 
lopment If in Southeast Asia the chief aim of American |x>licy 
is to obtain the larger share of control over lesources and tlie 
market, then the United States must seek to iiiamiain colonial- 
ism, even if this means saving the British, French and Dutch 
empires An immediate outcome of all this is to set the anti- 
fascist and libeiation movements, which are engaged in lighting 
these very elements, against the United States as well 

The expansionist drive thus results in sharpening the world 
political crisis, in some instances of inciting civil war, and in 
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general in aggravating ail elements of instability wilhui the 
rapilaiist and colonial sectois of the world This in turn reacts 
upon the inteiiial stability of the United States itself, for these 
developiiieius hiiidei aiul dclav the |josiuat stabili/atioii, lessen 
whatevei oppoi tun i lies may exist loi the ictoien ol the woild 
market and iiurease the datigeis arising bom a disastrous 
economic crisis 

Not least among the political lepeiciissioiis ol the Vmeiitan 
ex-pansioiisit dine aie the ijolitual diHiculties cieated within 
the Uinied States and thioughoiit the world bi the bieak which 
such a drive entails with the piogtam of postuai co-opeiation 
with the Soviet Union and othei waitime allies 1 he tiiin bv 
the United States tow aids an imperialist politv of expansion 
immediatelv lollowiiig the deleat ol the \xis undei mined the 
Iiasis toi peace and laised the danger of anothei woild war Tke 
op|3osiiiou among the Ameiitan people to policies which 
encourage lasiist foiies the woild o\ei and tin eaten the hard- 
won pi‘ace in iiself becomes an impoitant obstacle to the 
expansionist piogiain 

l^espite all the innei weaknesses and contiadiciions ol the 
Ameritati expansionist diive it would be the height ol follv 
to iiridetestimate the jxiwer behind it or its daiigeis It cannot 
be fought pto(ieih unless the duectwm of development is seen 
clearly The expansionist ciusade docs not pioceed on a straight 
and iininteii iipted hue contradictions and poweiful opposing 
c'iitrents may lorce a peiicxl of lelativc i>eace Bur siic'h a jicitod 
must l>e seen as a hrcaihing-spacc to be exploited fully by the 
latwir and demcKiatic loices to stiengihcn their positions at 
home Without the increasing iiiieivention of these hmes 
government policv m the domestic as in the loieigii held will 
continue to serve the interesls c>| the expansionist pograin 


'‘PROGRESSIVE’’ IMPERIALISM 

•Sometimes the by-products of corporate and monopoly expan- 
sion abroad are mistaken for the content with the result that 
American monopoly-capitalism or imperialism is characterized 
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•IS more “progiessive tlun the Btitish* Certainlj, important 
vaiiations exist, but these can haitll) be rlassihecl as more oi 
less progressive Both American and British niipenalisni are 
ieactionai> “progressive imperialism’ being a contradiction in 
terms 

To the extent that imperialist economic penetration le.ids to 
drawing all peoples cseii the most cconomicalh backwaid, into 
the world market to the development ol tapitalist eiiterpri'>es 
in the semi-leiidal oi colonial areas, it tan be said that imperi- 
alism gives rise to ceitain liistoritallv progicssive teiulencks 
These consist in the emeigence ol a modern proletariat, in the 
weakening ol the precapitalist oi feudal svstem of production, 
and the growth of capitalist loims of ptodticlion 

Just as the gieit toiiceiitiation of piodiictioii iiiidet the 
contiol ol the monopolies has resulted m the socialization of 
production and a more higlilv integrated industiial working 
class, 111 themselves historic allv piogressive developments, the 
expansion of monopolv capital into the backward areas ol the 
w'orld has alvi piocluccd piogiessive bv-pioducls But these 
coiisec] lienees ol the development and c'xpaiisioii of numopol) 
capitalism aie piogiessive pieciselv because ihev stand in con- 
tradiction to both the preceding lorm ol pre-capitalist society 
and to the monopolies ihcmsclves lliev are piogiessive because 
thev icpieseiit the opposite of imperialism and monopoly capi 
talisin, because thev constitute the forces within the capitalist 
wot Id sec ten which will tutn impeiialisin into its opposite 

I he concomitant should theiefore not be confused w'llh the 
content ol mipeiialist expansion The aim of imperialist expan- 
sion. whethei it be ol the Biiiish oi American variety, is to 
extend the domination of mouofxtlv capital Its political con- 
tent IS leaciion 

Variations which do exist as between various imperialisms, 
arising from their historic development the status ol the innei 
class and political lelations. arid the specific featuies of their 
woild positions, are not a uiatiei of indtfletence Conti adictions 
aimbng them arising from then uneven development and the 
spttihc 'features of their formation, particulaily m the presence 
of d soctdlist world sector can be effectiYelv exploited in the 
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imprests of peace and progress At periods in their develop- 
menl, some iinpetialisl powers are more aggressive and rapacidus 
than otheis — witness the role of Germans and ]apan in World 
War II 

As helw^een Britisli and American imperialist expansion there 
are a number ol impoitant distinctions of methods and style 
Britain leans heavih upon her colonial monopoly established 
oser a long period when British capitalism en|osetl industrial 
and bnancial world supiemacs This vast colonial empire served 
as the loundation of Biitain’s share of the markets and raw 
materials of the woild and for further economic and political 
expansion into minor empires semi-colonial countries arid 
within largci capitalist countries Britain’s world position is 
based so largelv upon the maintenance of the hmpire, parti- 
ciilarh the colonies, that it developed especiallv repressive 
policies against the colonial peoples 

B\ the tune the United States entered the world arena as a 
fuliv independent and highlv developed capitalist country, other 
and older nnpenalist powers had alreadv taken the major share 
of available colonies Up to the end of the nineteenth century, 
American capitalism was still primaril) engaged in its own 
internal development, in lidding itsell of financial dependence 
upon British capital and in overcoming foreign competition 
within the home niaiket Bv that time it alieadv had developed 
great internal lesources and the richest market in the world As 
It turned to expansion outwaid American imperialism found 
that the choicest colonial morsels and sj)heies of influence had 
alreadv been nionopoli/ecl Howevei. there was something still 
to be had, and during the earlv phases of expansion the United 
.States accpiiiecl a small colonial empire bv niethcxls similar to 
those of othei imperialist poweis 

Priniarilv because of the wealth of resources at home, a 
modem industrial machine and the comparative richness of the 
domestic market American inonopolv-capital during the first 
part of the twentieth centiirv did not find it of prime import- 
ance to press for a redivision of colonies and the creation of its 
own colonial empire While not discarding the more dir^t 
methods of colonial repression when necessary, the American 
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iinperi<ilists iitiii/ed primanlv the more indirect methods of 
etonomic and political penetration into existing colonial empires 
and spheres of influente Within its own well-established spheie 
in Latin Amenta, repiessive measures iiKliiding armed iiitei- 
vention weie emplosed to assiiic the Ameruan hegemon) But 
as a whole, aftei the Inst colonial sei/iircs, direct tenitorial 
exp<insioii plaxed a distinctly tiiinot lole in Anieiicaii iiiipeii- 
alist expansion Panic ill a rly as \ineruan economic siipiemacv 
lietamc well esiablished altei World War I, expansion took the 
form piimarih of economic peneti aiion, accompanied by 
alliances with the leactionaiy-feiidal Jones in the semi- 
dependent coiinlties (as m Latin Ameiica and in China) In 
terms of loieigii pilicv this was expressed in the “open dooi ’ 
and “Iree access” dcxtrines, and also in the anti-coloiiialism 
slant o( oHicial pioptiganda notwithstanding the colonial 
repression ol Puerto Rico and the Philippines 

As to the piacttcal cHccts ol Ameiican economic pcnetiation 
upon (he coumries sub)cctetl to it. there was little to distinguish 
it from all othci innietialist |)euetiation Whether in a colony 
like Puerto Rico and the Philippines oi in semi-dependent areas 
like Latin America, United States penetration lesulted m moiio- 
poli/nig raw niateiials, retarding indusitial and democratic 
(levelopiiiciit, and sustaining the most backw'ard economic and 
political lotccs On this score thete are no basic difteiences 
between British and Ameiican expansion 

Besides the colonial distinciioii, another niifxntant diftereiue 
can be ioiind in the desclopiiient oi the two major imperialist 
powers I Ins was aiiah/ed by Lenin during the Inst World 
War Pointing to the growth of rentier oi usiiret states living 
largely on the jiioceeds ol dividends and capital exports, and to 
the rise ol a class of wealthy coupon-clippers, Lenin defined 
imperialism as parasitic ot decaying capitalism ” However, he 
pointed out that the general tendenev to decay docs not 
preclude the possibility of a rapid growth ol capitalism in some 
countries and blanches ol industry, while in others the tendency 
to decay is more pronounced At the time he wrote this he 
found that as a whole, capitalism was growing lar more rapidh 
than before “But this growth,’’ he wrote, “is not only becoming 
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moie diKl iiioie uneven in general, its iinevenncvi also manitesU 
iivell, in p'aitKuidi, in the decay ot the tonritnes which aie 
iichesi 111 capital (such as iMiglaud) 

As we have seen, the lendenev to decay in Britain giew more 
pionounced helween the two wais I'aiasiiie dependence iummi 
ihc 1 ‘iiipne accoiiiils to a laige es-lent loi the lelativc backward- 
ness ol the British cconoinv It is not precluded that energetic 
measures ol naiiotiali/aiion — not of the pseudo kind pro|ected 
1 )\ the Biilisli Labor govemnient when it came into office, but 
of a iiioie basic atui-inono(K»lv chaiactei which would really be 
significant steps to socialism — inav hall the picness of decline 
even licloie the advent of socialism ni England But the internal 
clecav IS still paiticulativ cliaiaclciistic of Britain 

Up to and dining Woilcl Wai II the Ameiican economy still 
displaved a lendenev to expand, .me! to maintain snpeiiority 
ovei all othei countries not onlv in volume of production but 
alvi III the efheicnev ol industiv This does not mean that the 
snnuliaiicous pioccss of patasiiism and detav was not alM> 
stionglv felt III the Aineiican econornv It became inoie pro- 
nounced willi the iiuieasing clonnnaiite of monopoly and with 
cconotiiic e\pansicin abioad following World ar I Never- 
theless, Ameiicaii inf penal ism retained a capacilv for vigorous 
expansion and an area loi maneuver at home and abroad 
which exceeded that ol aiiv olhei impel lalist jxiwei 

It IS piiniaiilv these twev distiiiclioiis — in the held of colonial- 
ism and 111 relative economic virilitv — that endowed American 
impel lahsiii with ceitain pieienses of a progressive or democratic 
chaiactei as it penetrated into competing spheres of influence 
and into existing enipnes Having cstablislied their own sphere 
ovei a greater portion of I atin America, the Ameiican imperi- 
alists pressed loi “free access” into othei spheres and into the 
colonies clanniiig that tliev w'ere opposed to all spheres of 
influence and all colonialism, whereas their real objection is 
that thev stand op|xised to the exclusiveness of the British 
Inipite and onlv to those spheies from w'hich thev are excluded 
Relying upon the great coinpetiUve advantage of their efficient 
and vast pioductive machine, and the great capital accumula- 
tion stored up during W'orld War I and the following pericxl. 
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th€ American expansionists adopted the doctrine ol liee coinp?- 
titioiLand free iiade (ahhougJi still maintaining their own higTh 
tariffs), claiming that all they asked of their lompetitors was 
the oppoi tunny to compete with them on an equal basis any- 
where in the world 

(^eitain waiiimc developments helped build up a piogicssive 
facade foi Ameiican impeiialisiii Because the United States 
was engaged m an esseiitialK deleusue wai, which merged into 
the global wai ol lilicialion against the fascist \ms, e\en some 
of the most aidtiit anti-lascisl loices in Amciica tended to osei- 
look entirely the specilic impel lalisl aims which weie simui 
taneoush seeking salisfaction I he wai patiiotism ol the anti- 
fascists tended to mcige with the wai patiiolisin of the 
profiteers, the enthusiasm of the people loi a pist cause with 
the enthusiasm ol the iiiqxMialists loi the new expansionist 
possibilities arising ftom the defeat of (/cimans and ]apan 
'I he great popularity of Piesident Rooscseli in laboi and pio- 
gressive circles — clue to his domestic Xew Deal program, the 
aiiti-Miinichite diiettion of his picw'ai foreign policies and his 
wartime role as a Coalition leadei — tended to obsciue the 
function of the Great Freedoms as a cloak loi an esseniialh 
expansionist piogram All this coniiibiited to generating the 
aimospheie of liberalism whuh clings to all Anieiiian foreign 
undertakings 

Aside from these iiioial and political lactois, events duiiiig 
the piewar political ciisis and the wai ilsell lavoied the spirit 
of compromise concession and adaptation which was character- 
istic of Piesident Roosevelt’s policies 'Fhe Good Neighbor 
policy towaids Latin Ameiica, the turn towaids co-operation 
with the Soviet Union, the emphasis geneially upon peaceful 
and indirect methods of economic penetration lather than 
aggiessive measures, arose from a uinnbei of related factors 
Perhaps the most important were the many complications 
created for the United States by the rapid use of Geimany and 
Japan and by their world-wide aggressive policies at a time* 
when the United States had not yet recovered fully fioin the 
economic crisis of the thirties tincl wms not prepared in a 
n^iliiary '^ense to cope with these pnvers The rise of a militant 
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I.Abol mo\emtnL ai li<iiue d.\ a lesuk ot tht* economic crisis, the 
higher level of auti-impenalist resistance 111 Latin America and. 
in ihe colonial woild geneially, and the success ol socialism in 
the Soviet Union, which had become a world power, weie 
additional iiidiueiiienis to coinpionuse at a time when the 
Anieiican inteiiial aiul w’oild position was difficult As pre- 
viously indicated, it was not until Woild Wai II and as an 
aftcimath ol that w n that the United Slate"- bad developed lull)' 
all the elements ol the prime woild power 

The trisis of a global wai also cieated lertain necessities, 
from the viewpoint ol niiliiaiv aiobili/ation Ametican lend- 
lease supplies were not onlv ol aid to the Soviet and Allied war 
effort, but also scived to aitl industiiali/ation in sonic colonial 
and senii dependent countiies, as in Austialia ami Bia/il, and 
to some evtent even in India While the overall effect ol the 
inobiliration ol maieiials and lesourtes in Latin America was to 
accentuate the dependemc of the etonomies upon the extiac- 
live industiies and to tie these countiies mote closely to the 
economy ol liic United States ccuain impottant concessions 
were made to national development iindei the piessine of war 
necessity The establishment ol some metal plants in Mexico 
and ol the huge steel combine in Bia/il as )oiiit veiituics of 
national and Noiih \mcrican capital, was a significant although 
niilv exceptional depaituie fiom the traditional imperialist 
pohc'S Likewise, govetnment loans extended to a number of 
I atm American countries foi pin poses of development were 
somewhat fieer Ironi the accustomed restiictions and reserva- 
tions These and other depaituies ftom the usual imperialist 
practices were cKcasioned by the war crisis, and weie temporaiy 
concessions which did not alter the basic policies of economic 
expansion, as became deal at the Inter-American (Conference in 
Mexitc> City towards the end t>l the vvar 
Of a piece with these developments weie the enlightened 
programs for indiistriali/ation of the semi-dependent countries 
that were prepared by the government In the expansionist 
drive which proceeded even during the war, these programs 
became effective propaganda instruments against the older and 
hard-pressed imperialist powers Themselves unable to renovate 
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then own industries at home the British dared not pl^edgc too 
much to India loi example while the Aineritan expansionists 
could affoid to eslahlish new biaiuh plants in that countrs and 
discuss with leading Indian industrialists then ir,->ear plan of 
development 

Industrial planning loi olhei countries hetainc i]Uite the 
custom '1 he Co-oidinaloi ol Latin-Ainentan Affaiis prepared 
a detailed leport show nig that within the first len-yeai pciicxl 
after the wat 1 atm Ainetica would ‘need" machinery and 
ei|iupment totalling 8 hillion moie than half of which wcHfld 
he supplied h\ the fruited States This c-timate was based on 
a caieriil calculation of whal could piolilabK be invested by 
Noith Ameiican capital plus the amouiit th <t could be musteied 
b\ Latin Aiiiciican capitalists But nothing was said on how 
this was to be (niaiued and on what terms noi was advice 
forthcoming on licnv the lesistance ol the Anierican trusts and 
native feudal inteiests was to be overcome to industnali/ation 
on a scale indicated In this esliiiiate^ 

An even more ambitious plan was drawn np bv the toreign 
hconomic Adininisnation foi ilu* mdusuiah/ation of C.hina 
The details ol this plan filled no less than ten volumes. It 
pioposed an expeiidituu of almost two billion dollars in live 
sears foi tlie piiifxise of laving a base foi all-round industriali- 
zation The fccliedtilc provides, piovmce b\ piovince foi the 
establishment of powei projects sonic steel mills, inetallurgical 
plants and tnaiiiifacturmg. chemical and food-processing enter 
prises, as well as for the development of the transportation 
svstem ,Tt is an enfireh technical study without publicized 
provisions for financing and contiol, and received the endorse 
merit of the C.hiang Kai-shek regime at Chungking ® 

How' this scheme is to be reconciled with an interventionist 
pohev clireciecl against the Chinese liberation movement and 
with the simultaneous policy of taking over or controlling the 
Japanese monopolv nctwoik in East Asia did not seem to 
concern the planners in IFA Whatever their intentions, it was 
apparent that the plan had only the remotest chance of realiza- 
tion. and then onlv in a completely distorted form and as part 
of a more ambitious program for establishing an American base 
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in China for economic and political penetration of the Far East. 
Measuict of industriali/ation in a colonial area by an imperi- 
alist pimer aie not to be excluded in all cases, as shown by the 
industiial de\elopineiit of Manchuria as a war base by the 
Japanese 

These techniques and methods of American expansionism, 
emploved on an even wider scale during the wai*, helped 
to give a deinociatic coating to the program, and were 
adapted to the giow'ing resistance within the colonial world 
to the older and inoie familial piograms of economic pene- 
tration During a peiiod of geneial upsuige in the colonial 
world, such as began after japans defeat, these very tactics 
and slogans in.iv prove many times more eflective than Toi-y 
politics, by disaiining the clcinoci .iiii movements with illu- 
sions aliout the enlightened chaiactet of American “democratic” 
capitalism 

It ntav be argued that the diive of American monO(>oly 
capital to take over vvoild positions of uval imperialist powers 
IS “piogrcssive” because it tends to displace older and more 
reactionaiy impciialisins This aiguincnt should be examined in 
relation to the caiicl system and colonialism both being cases 
where the Ameticau piogtam appeals libeial and piogressive in 
1 elation to the Ihitish 

On the face, it would appeal that the American emphasis 
upon bi caking up the cat tel system, an emphasis which coi- 
lesponds with the aim of the ti lists to enlarge their share of the 
world market, tan contiibute most effectively to the disintegra- 
tion of German monopoly capital On the other hand, the 
British emphasis upon restotatioii and expansion of the cartel 
system, including the German cartels, works in the opposite 
direction Yet the American monopolists tan piove even moie 
effective than the British in restoring the base of Geiman im- 
perialism For while attempting to prevent the resumption of 
the prewar cartel system, as a means of delimiting British 
participation in the German economy, they seek to extend their 
own direct corporate interests in Geiman industry along lines 
already well established before World War II Because of the 
great resources at their disposal, the American monopolists may 
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be more successful in their chosen method than the British 
cartel magnates m theirs 

Indeed, who would venture to sa\ which is more “progres- 
sive” — «i new corporate sssiem m Western Europe dominated 
by the American trusts, an \nglo-French-C»erinan cartel system 
including \meru.in participation laigeh throu}>ii tlie German 
trusts, or an Anglo-Amencan-German cailel structinc dominated 
h) the United States monopolists^ Yet these aie the only altei- 
natives, theoretically speaking, if the inattei is lelt only to the 
rinaiue capitalists, that is, without the intervention of demo- 
tidtic forces 

American economic penetration in the British and other 
empires, alieadv an inipoitant trend befoie World Wai 11 and 
now proceeding at a greatci tempo, in itscll pi ovules nothing 
of a progressive charattei It ran be evploiied efftctivelv for 
inde|)cndencc bv a national Iibeiation movement which knows 
how to take advantage of the weakening of the old iinpcnal 
|X)wei and the pressiiie of a vigoious impeiialist rompetitor 
The rivalrv between Britain and the United States ran thus be 
exploited to wiesi gicatci concessions fioin the rolonial power 
In that sense onlv, and not in the sense ot “lilieratoi, t.in 
Anieiican economic penetration into the old lolonial spheies be 
corisideted as an aid in breaking up the colonial monopolies 
pioviding that the libcialion iiiovcmeii,. is at the same Him 
strong enough to maintain its nitleperitlenr e of all impel lahsiiis 

In addition, and this is most inipoitant, it should not be 
assumed that h.iiid in hand with economic cNpansion territorial 
acquisition will not come to plav a iiioie inipoitant lole in 
Anieiican politv Vconoinic penetiation into all roineis of the 
capitalist and rolonial woild, not oiilv to the extent that it 
arttiallv unfolds but also as an aspiration and a program, 
engendeis a paiallcl tliive foi strategic advantages, in the form 
of bases and othet tetritorial arrjuisitions Positions gained in 
war — whether thev be colonial anti mandated territories won 
in combat, strategically lotated air and naval base.s, or other 
wartime installations which can be turned to commercial and 
political uses — will not be surrendered leadily, or without some 
compensation 
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By the lime the war was uvei this already came to play a big^ 
role m American policy, as shown by the long-term lease of 
bases in the British West Indies, Newfoundland and elsewhere; 
by negotiations to retain bases in man) parts ol Latin America, 
ill Africa and the Middle Last, ami by the unmistakable inten- 
tion oi the Uiined States to ictain under its control islands won 
from the Japanese in the Patilit as part of a vast trans-Pacific 
network, including also special rights and bases in the British, 
Frenth and Dutch possessions, as well as m Foimosa, Korea and 
elsewhere on the Asiatic mainland 

Policies estalilished in a previous period tend to persist even 
when the contlitions vvhuh gave use to them ate no longer so 
pertinent riius nianv features of the Roosevelt policy found an 
echo 111 the postwar ptogratns But as the United States assumes 
its new position as the dominant impel lalist power, and as she 
becomes more active in tins lole, iinpoitant changes in policy* 
are to be expected At the end ol the war, a new tendency in 
the American attitude towards colonialism apjjeaied The pro- 
posal lor collective tiusteeships, winch had been advanced by 
Roosevelt and otheis supporting his oiicniaiion as a means of 
forcing the break-up oJ the old colonial structures, was already 
giving way to an opposite tendenev In the lace ol the colonial 
revolts winch followed the dcleai ol Japan, the United States 
threw Its suppoit to the effoits ol the British and the other 
colonial })t)wcis to letain the sliucturc, how successfully still 
remained to be seen 

When the Soviet Union made clear its intention of shaiing 
in colonial trusteeships established undei the United Nations 
Oigani/ation, even to the extent ol taking sole responsibility 
for specific colonies, the American government immediately 
cooled to the tiustceship provision Instead there began to 
develop a marked tendency m American polit) towards accept- 
ing the British proposal lor )omt and exclusive Anglo-American 
supervision ol ceitain portions ol empire In line witl;i the 
program ol taking Biitain in as a junioi partner in the new 
phase ol American imperialist expansion, it is not to be 
excluded that the United States will appeal side hy side with 
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Britain as the rul^r of the colonial world — that is, if the colonial 
world lets itself be ruled 

The expansionists hope to exploit the poweiful creditor posi- 
tion of the United States Loans are a flexible weapon, especially 
in a world exhausted and weakened by a great war And the 
United States showed every disposition to utilize its great lend- 
ing powei as a means of exacting political and economic con- 
cessions from the boriovvti Previous experience with the Soviet 
Union, during the peiiod lollowing the revolution and the civil 
wars, made it clear that nothing of importance could be 
expected in the way ol basic political concessions from the 
USSR in ictuin loi a loan On the contrary, it was made quite 
clear after World War 11 that an American loan to the Soviet 
Union would be of equal benefit to the United States in provid- 
ing a laigc and ceitam market foi the products of its overgrown 
industries 

While a slight tendency existed m some business circles to 
f.ivor a govei iiinent loan to the USSR, simultaneously an imperi- 
alist loan policy developed towards the countries of liberated 
Europe and towards Britain W’lth respect to the countries of 
Eastern Euiope the withholding of recognition pending political 
changes suitable to the American interests hid the threat of a 
complete econoimc boycott With respect to Britain, the great 
Aineiican lending power was used as a major weapon to force 
greatei economic concessions to the American monopoly interests 
within the Biitish sphere Above all, there was the danger that 
the impel lalist lending policy would pl.it e the great resources 
of the United .States at the disposal of a world wide anti-Soviet 
bloc, based on an Anglo-American combination 

\mong the countries which suffered most from the Axis 
aggression and in the relatively backw'ard semi-dependent 
n.itions there is great need for economic aid, which the United 
States alone of all the gieat ptnveis can supply in abundance 
But the democrafit flavoring of the American economic policy, 
with its insistence on liec enieipiise and the removal of trade 
and other barneis winch rcstticl the fieedom of the expan- 
sionists, does not blind the libeiation goveinments of Europe or 
the semi-dependent nations to the leal content of the policy 



AN AMKRUAN WOKl D IRUS1> SOJ, 

That IS why they are so insistent upon maintaining restrictions, 
barriers and government controls of the kind which will safe- 
guard their national economies, domestic resources and pioliticaL 
sovereignty Irom domination by foreign monopoly-capitalist 
groups and countries 

They would like to avoid as iiiiicli as possible the gigantic 
sacrilices involved in attempting reconstruction and develop- 
ment entirely with their own lesouites, and therefore they seek 
the technical, etonomic and financial aid which the Unitecjj, 
States can offer But they would be doing their own people a 
disseivice and set the dcm<x:iaiic movement batk if they did 
not insist upon the teinis and conditions for this aid which 
would jDermit them to retain full contiol ol the nation and all 
foreign economic activity within it History has shown that 
social progiess can best be assuted by newer democratic nations 
when they base their development fiinily upon control of their 
resources aud industries and upon arousing to the full the 
creative endeavor of then peoples The basic social reforms 
carried out by the new demociatic regimes of liberated Europe, 
such as the breaking up of the laige landed estates and the 
nationali/ation of industry in a democratic manner, create nevi’ 
sticngtli and new possibilities loi development This, together 
with the ecoiioinu co-operalion ot the Soviet Union, serves to 
sustain the new democracies, and to leave them less dependent 
upon Aineirran loans 

This is the reverse side of the foui expansionist freedoms, of 
iiidustiiali7ation based on trustihed “free enterprise," of foreign 
economic penetration detrimental to the independence and free- 
dom of the liberated lands It must be seen as clearly by the 
American people as it is seen by the democratic and anti- 
imperialist forces abroad, if the American worker and anti- 
fascist is not to become an unwitting participant and supporter 
of the expansionist program 

The attempt to extend the American corporate system 
throughout the world has nothing progressive about it Actu- 
ally, this development cannot proceed for long without sharpen- 
ing tlie inter-imperialist conflict, without engendering a cor- 
responding reactionary policy at home, and without arousing 
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tremendous forces of opposition within the country and abroad. 
The theoretical conception that this direction of development 
can culminate in a vast world corporation is a dangerous 
illusion. Its impossibility is wntten in the ruins of Hitler 
Germany, which employed other techniques and slogans but 
which sought the same goal 



X. The Soviet Union 


SOCIALISM IS THl* complete negation of monopoly capi- 
talism The Socialist devolution of 1917 in Russia removed a 
vast and potentially 1 ich sector of the world economy from the 
orbit of capitalist development 

In many respects the Russian Empire was among the most 
backward states in the world Powerful remnants ot feudalism 
persisted in the economic and political structure, although by 
the time ot the revolution capitalism had made considerable 
headway In agriculture, following the abolition of serfdom, 
capitalist farms were on the increase, while in industiy and 
finance a number of large-scale capitalist enterprises were func- 
tioning Moreover, Russia had become an important field of 
investment and economic penetration for British, trench and 
German capital 

The establishment of Soviet power, which expropriated the 
means of production m industry, took over the banking system, 
nationalized the land, ended landlord-capitalist domination and 
closed the door to monopoly-capitalist penetration from the 
outside 

Socialism is more than a negation of monopoly capitalism 
It IS a system ot economy and of the state, having its own inner 
relations and laws of development, completely differentiated 
from the economy and the state under capitalism Social pro 
perty in the means of production is the basis of the Soviet 
system, as contrasted with private propiertv in the means of 
production which is the basis ot the capitalist system The con- 
solidation of the Soviet system led to the victory ol social pro- 
perty m all branches of the economy, resulting in the liquida- 
tion of exploiting classes and the abolition of exploitation For 
the first time in history a new relation of classes was established. 

*07 
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Soviet society consists of only two basic classes, the w’orking class 
and the collective farmers, in non-antagonistic and friendly rela- 
tion to each other 

The phenomenal de\elopment of the Soviet Union established 
a distinctive, socialist set lor ot the world economy, within which 
the remnants of capitalism have been eliminated The extra- 
ordinary stability, resilietue and monolithic unity of the Soviet 
system were deinonstiatcd in ihe supreme test ot global war 
During peacetime also this system pioved tapable of eliminating 
economic crises, iineinplovment and naiional oppiession, while 
showing Its capacity loi unparalleled economic, social and 
cultural giowth 

Defeat of the Geiman aggression confirmed the durability 
and permanence of socialism as an established and powerful 
world sector Furthermore, it stiengthened the Soviet state and 
greatly enhanced its woild influence These arc the greatest 
factors operating to delimit and restrict the operations of mono- 
poly capitalism and the cartel svstem on a world stale 

Of decisive importance from the vic\N|>oint of wot Id develop- 
ment and the maintenance of jxace are the pctspectivcs for the 
further growth ot the socialist economy Some iinrcalisiic people 
still try to explain the Soviet victory ovei Germany by what they 
profess was a retreat from scKialism back towards capitalism in 
the Soviet Unton before and during the war Still others profess 
to see as the most “hopefur’ outcome of the war. arising from 
the supposed weakening of the Soviet sinicime during the war 
and from the “insupeiable” problems of reconstniction, a 
tendency towards the relaxation of Socialism and a turn back- 
wards towards capitalism in the postwar period 

Actually, despite serious wai damage and destruction, the 
scKiahst system and the Soviet slate emerged from the war 
greatly strengthened It stood ready to resume jjeacetime deve- 
lopment, at an even faster pace than before the vvai 

1. FROM SOCIALISM TO COMMUNISM 

Before the Nazi aggression the perspective emphasized by 
Soviet planning was the transition from scxiahsm to communism. 
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the higher ^lagt of Mxiahst souet) The 1 hud iMve-Ytar Plan, 
beginning in 193S and inieiiupled b) the war. had as its objec- 
tive to prepare for such a transition from the existing state ol 
affan^ whereby eaih peison was paid in accoi dance with the 
work performed to the highei stage of socialism, or communism 
wheie each would be paid m actordance with his needs “trom 
each according to his ability, to eadi at cording to his labor," is 
the general formula of socialism i 10m each act 01 ding it) his 
ability, to each according to his needs," is the rule of com 
munism 

Such a transition leijnnes an abundance of pioducts, gpreat 
enough to satisfy the needs of the people at an ever-rising 
standard of living Needs aie lelatne, depending ujx>n many 
factors of culture, custom, taste ami economic devcltipmenl 
which go to make up the standaid of living But there are mini- 
mum needs lor comfortable and meaningful living, themselves 
glowing as the general standaids of society rise — like comfort- 
able housing, healthful and balantetl diets, sufTuieni clothing, 
higher education, and lecieation 

In a socialist society, where highci produttion can be trans- 
lated immediately and directly into a highei standard of living, 
the level of priKliiction determines basicalh the extent to which 
the needs ot the population lan be met Exploiting classes 
having been completely chminaied, appropriation of the pro- 
ducts of labor is yicial Both picHluction and distribution aix; 
planned The problem oi ihe market, as we have it in capital ist 
scKiely, does not exist The piobleni is not how to disjxise of 
pioducts on a market 1 he problem is bow to produce enough 
to satisfy the needs ol the people 

For the Soviet Union this is the problem of obtaining maxi- 
mum socialist production On the eve of the war, the Soviet 
Union was already one of llie leading industrial countries in the 
world, in the short spare of two and one-half Five-Year Plans 
having overcome the enormous historic lag which the Soviet 
state had inherited from tsardoin At the end of the Second 
Five-Year Plan in 19*^7, industry had expanded nme-fold as 
compared with the level of 1913. which also was more or less 
the level of production reached in 1927, when the period of 



SIO WORLD MON'OPOir AND PFACE 

reconstruction after tfie wai .md revolution came to an end 
During this 14-year penod. industry in the leading capitalist 
countries stood only some 20 or 30 per cent over the 19 •’J 
level As a result, at the end of the Second Five-Year Plan 
the gross volume of production in the Soviet Union was greatei 
than in Britain or in Germanv, and second only to the United 
States 

Furthermore, the meteoric rise of Soviet industry had taken 
place together with the victory of socialist production in 
industry and agriculture, eliminating the last vestiges of capi- 
talism from the country and overcoming the technical back- 
wardness of the economy In a summary of what had been 
accomplished during the first two Five-Year Plans,’ Stalin 
considered that the most important lesult in the economic 
sphere was the complete reconstruction of industry and agricul- 
tuie on the basis of a new and modern technique For example. 
80 per cent of the total output of industry in 1937 was produced 
by units built or entirely reconstructed during the previous ten 
sears No other country in the world could claim as high a level 
of up-to-date technique in industry, so complete a renovation of 
Its industrial structure with modem machinery Likewise, Soviet 
agriculture already operated on the largest and most mechanized 
scale in the world, and was more fully equipped with modem 
machinery than the agriculture of any other country 

This was done by socialized industry, only three-tenths of one 
per cent of the industrial output in 1938 being accounted for 
bv privately owned enterprise And in agriculture, during the 
period of the Second Five-Year Plan, the collective farms were 
consolidated, representing over 93 per cent of all peasant house- 
holds in 1938 Capitalist exploitation had been completely 
eliminated and the entire economy socialized 

Despite the growing defense needs which had to be supplied 
by the socialist economy, the rapid rise of production led to a 
torrespondmg improvement in the standard of living Between 
1933 and 1938 industrial production more than doubled. 
During the same period, the national income rose more than 
two-fold, the total annual payroll of workers and other em- 
ployees increased three fold, the total monetary income of the 
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collective farms almost tripled, and the state expenditures for 
social and cultural services were increased six times.’ 

Why, then, was the Soviet Union not yet ready to enter into 
the transition to communism? Notwithstanding the great tempo 
of development and ol modernization of technique, m which 
the Soviet Union exceeded any other country, the Soviet 
economy still lagged far behind other leading countries in pro- 
duction per capita The population of the USSR is much 
greater than that of the United States, is more than twice that 
of Germany, and is about four times as great as the population 
of either England or France A much higher volume of produc- 
tion would be necessary to supply the Soviet population in 
accordance with the needs of communism The transition to 
communism could be approached only through greater produc- 
tion per capita, sufficient to supply each person with his needs 
under conditions of a rising standard of living 
Accordingly, the objective was raised to overtake and surpass 
the most advanced capitalist countries, including the United 
States, m the per capita output of basic products At the begin- 
ning of iq^q, vStalin set the task of outstripping the chief 
capitalist countries economically within the next ten or fifteen 
years ® 

In essence, this involves a competition of social systems, in 
which socialism is called upon to demonstrate its superiority as 
a system, in terms of its capacity to produce, the efficiency of its 
economy and the productivity of labor Lenin had said that 
“labor prcxluctivity, in the last analysis, is the most important 
thing, the chief thing for the victory of ihe new social order.” 
Now. the leaders of the Soviet state set the goal, as Stalin put 
It, to show that siKialism was superior “because it can give 
society more products and can make society richer than the 
capitalist system ol economy can ” 

The competition for economic primacy was set in the follow- 
ing framework by Molotov in his report on the Third Five- 
Year Plan 

On suitable occasions we did collaborate with bourgeois 
countries, and think it quite expedient to do so. Nor have 
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we any intention ol: refusing to do so in the future, but 
shall stiixe to extend this tollaboiation with our neighbors 
and with all other states as iiiuih as possible However, we 
are going our way, and capitalism is going its way Htstoiv 
confronts the USSR not only with the question of colla- 
Ixirating with the capitalist countries but also with the 
tpiestion of a competition between ihe two etoiioniic 
systems — ihe new and the old, between the USSR and the 
principal lapitalist (ountries — lor primacs in the economu 
held ^ 

As already pointed out, competition lot ‘piimacy in the 
economic held ’ did not mean competition in the lapitalist sense 
— for spheres of exploitation and markets It meant compctrng 
111 terms ol higher piodiution greater efliciency, highei 
sLindards of living and greater abundance 

What this entails is shown bv comparing the relative pet 
capita output of a number ol basic branches of industiial pio- 
duction, the maximum expansion of which deiermines the 
prtKluttive capacitv of the etonoiiiv as a whole At the end of 
the Second Five-Ytrar Plan per capita output of electiit 

powei in the United States was hve times greater than in the 
Soviet Union, pig iron, three and one half times greater, steel 
three and one half times, coal four and one half times, and 
cement five times as great * A siiiiilai situation prevailed in the 
field of consumers goods* In older to oveitake and surp4ss 
Great Britain in the per capita production of pig iron, which 
may be considered the base of all heaw industry, Soviet produc- 
tion, in iqtjg alreatly more than double that of Great Britain, 
would have to increase from the tonnage ol i', million to 
25 million To outstrip prewar Germany the Soviet annual out- 
put would have to reach 40 01 4'j million tons and to exceed 
the United States at its 1929 peak, Soviet production would 
have to be increased almost fourfold over its 1938 level 
The Third Five-Year Plan, which would have been com- 
pleted in 1942 il the war had not intervened, did not yet set the 


* In (.ntlon f ibric'-, i<ir mamnU, 1’*' i)«r , ijntri niiljmt w (x four greater 

than in the Soviet Union, in woolens, five times leather footwear, two and one- 
half times, paper, over nine times, soap, four times 
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goal of overcoming this lag entiiely Howevei, the Plan was seen 
as an important step in that direction, as marking the entiy of 
the Soviet Union ‘in the aiena of the international competition 
foi economic pumacy between the USSR and the capitalist 
countries ’ * Accoiding to the Plan, per capita pig iron produc- 
tion b\ iqjs was to be almost on a pai with that of Great 
Britain And in the field of electric {xiuer. the Soviet Union 
would have outstiipped France and reached slightlv ovei one 
thud ol the level in the United States 

Furthei industrial i/ation of the USSR at a lapid tempo on 
top of the gieat achievements ol the eailiei plans, was provided 
111 the I hiid Plan Aicoidiiig to us schedule the national 
income was to increase by 8o pei cent, which would amount to 
inoie than the increases undet all previous tivc^cai Plans put 
togethci Industiial (sutput was to use bv 88 pci cent allowing 
foi high lales ol increase in the coiisumeis goods industries 
while at the same tune providing loi an even fastei rale in 
heavy iiulustiv 'I he new establislnneiits to be sti up under the 
Plan weie to compnse a greatei productive capacitv than those 
of the two previous Plans combined In view ot tbc threatening 
woild situation concentration of the new indusiiv in the older 
iiulusuial ccntcis ol the west was to be avoided and the Fai 
Fdstern and intciioi legioiis vvcic singled out for special 
ailcntioii 

Fstiniatnig the significance of the Ihiid five-Year Plan in 
March iqf,t) Molotov cleclaicd. 

The Thud Five^eai Plan differs substaiitiallv from the 
Fust and Second Five \ear Plans At that time the purpose 
was to lay the foundation of socialist societv Now scKialist 
society has, m the mam, been built The Soviet Union has 
entered a new phase, the phase of the completion of the 
building of classless, socialist societv and ot giadiial transi- 
tion from socialism to communism That is the chief differ- 
ence between the present and the earlier period ^ 

In his report on the new perspectives Stalin had said that the 
Soviet Union possessed all the prerequisites for outstripping the 
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capiulist countries, but that time was needed, some ten or 
htteen years Five months before Hitler attacked, a 15-Year Plan 
was projected, to lollow the completion ol the Third Five-Year 
Plan in 194U Ihe new plan set ific country’s sights upon 
making the iiansition from s(x.iaiism to communism, upon sur- 
passing the United Stales economically (.’t its highest level of 
prosperity in the twenties) by 1957 
"I hese general jieispet lives lemain, loi they reflect the histori- 
cal dnection ol Soviet development It is tiue that the Soviet 
Union siistainetf heavy losses in the wai, while production in 
the United Slates doubled dining the live wartime years But 
tlie American econoinv will iiin into a (vtliial crisis and will be 
affected negatively by the world political ciisis, wdiile in the 
Soviet Union reconsiuittion and lurthei development will pio- 
ceed togethci, and pioduction will expand without interrup- 
tion File onl) cpiestions aie to what extent the time required 
to make the tiansition to communism ma> have been lengthened 
by wartime destruction and how this development may l>e 
affected by new dangeis to peace 


t SOVIhl ECONOMY DURING WARllME 

Sec tens ol the So\iet ctonomv suflticd severely during ilie 
German invasion Well ovei one-thnd and piobably nearer one- 
hall ol Soviet industrial iacilities was in .irtas overrun by the 
invader dining ihe fust two veais Bcfoie the war, the areas 
occupied by the C.ermans accounted loi iw'o-thirds ol the iron- 
oie oiilpiit, one-half ol the coal, nearly ho |)er cent of the pig- 
iron and sieel tap,icttv, the majoi poition of the aluminum 
prodiiclion, and about 115 jx;r cent of the machine-building 
industrv These aieas also included 45 per cent of Soviet wheat 
and 41 pel cent of rve production* 

According to the State conmiission charged with the task of 
ascertaining wailime loss the territorv subjected to occupation 
had a prewar population ol 88 million and a gtoss industrial 
output of 4(1 billion rubles, slightly less than half the total 
indusliial production m iq‘{7 The damage caused the national 
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aononiv and iiuIivkUmI icsidcnts ot the Soviet Union m the 
(Kcupied areas was estimated at (>79 billion rubles, about eight 
tunes the national income m iq‘{8 

Wliat they weie not able to cans awa), the German invader 
destroyed — including installations, iireniovable machinery, 
housing, iTUiseuins, hospitals, lailroad tiack, schools It was 
estiniatetl that the (>eiinans depiived about 25 million people 
of shelter and demolished ‘^i H^o industrial entei puses in which 
about four million woikcis had been einplovetl Among other 
things, they destro\ed or earned awa\ 2‘r(),(H>o electric motors 
and i75,<hm) ineial-cutting laihcs, lansacked 2,890 nnuhme- 
tiactor stations, blew up 01 paitiv dcstro\cd bi of the largest 
power stations m the octupied /one, desiioved ihice inillion 
spindles and ovti -15000 weaving looms, demolished 01 earned 
aw'ay 15,800 lotoinolnes and ^28 ocm) lailtoad tais Oil wells, 
mines, dock lacilities, canals and ships were destioved 01 looted • 
Ten of the iw'eniv blast fiunaccs built during the lirsi two Five- 
Yeai Plans wcie in this aita Some of ihe largest units o( the 
heavy madiine-huilding mdustis, as m Odessa and Kharkos, 
vs'crc destiosed And this is iioi to speak of the systematu 
destruction of collective laims, villages and public inslitutions 

Obviously ihese wcie serious losses But ihe giganlu aihicve- 
mcnls of the Red Armv show that the Soviet Union had lound 
means even dining the w'ai to compensaie 10 a considciable 
exlcnt foi tins disaster Lend-Lease shipments liom the United 
States of immiiions, wai prodiuiion ccpiipment and food, the 
t'lfecis ol which weie liillv rcgislcied onh in Ihe latei stages 
of the war, lendered important assistance* Howcvei, this aid 
w.is siipplcmcntarv, ronstituling ai verv libeial estimate only 
some ten jicr cent of the Soviet war prcMluc lion The mam 
factors accounting (oi the lemarkable peiformance ol the Soviet 
war economy, in addiiion to the basic moral and political 
factois, are (i) mass evacuation of machines and men from the 
threatened areas, (2) far-sighted regional distrdmtion of pio- 

• Aiiorthnjr to llu icimil of llic lortuju 1 tononin ScIninoarHlor (S|>ril If, 
from the inception of tlu projrr.ini in 0» toiler lUl Ihroutrli 1 cbriiarv 1S45, the 
iMiiua States shipiKil fH 1 billion in Uml-Uasc tfomls .ina iirovnlcil $0 > hillion in 
striiccs lo llu SoMit I moil, miioiiiitiiiic to I«ss than oni-tbinl of Snuruin trans- 
f* rs to .ill Allii s 
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duction of the Third I'i\e-Veai Plan, (3) wartime rise of the 
efficiency of industry and the productiv ity of labor, (4) new war- 
time construction at a great tempo, and (5) rapid reconstruction 
o) the devastated aieas as the invader was driven back 

Lvery thing that could be dismantled and loaded was moved 
out of the industrial establishment in the path of the invading 
armies The scope ol this evacuation was tremendous. More 
than a million carlo.uls ol equipment and material were trans- 
leried eastward, including sucli giant works as the Kirov arma- 
ments plant III Leningrad, etpiivalent to the Krupp or Skoda 
works in si/e Along with the machines, the skilled workers and 
their larnilics were also evacuated An indication of the scale of 
the planned exodus is given by the fact that about a million 
people, comprising half the population were evaatated from 
Kiev and Kharkov alone At the same tune, at the height of the 
invasion most ol the munitions plants located in cities near the 
Iront kept wot king as at Moscow, Leningi ad and Stalingrad, 
dining the historic battles which turned the tide of war “ 

The evacuation itscll an epic feat would have meant little 
I tom the viewpoint of wat production unless the “leap-frog” 
indusliics could effect iveh and lapidly be put to work in the 
new localioiis They needed plant, raw materials, sources of 
jjower, labor and an assigned place in the general scheme of 
production And it is at this point that the far-sighted planning 
of production undei the Third hive-Year Plan proved invalu- 
able 1 he evacuated machines and men came not to industrially 
virgin areas but to the newei industiial centers m regions of 
the Volga, Urals C.ential Asia and Siberia which had been 
developed fuilher at a fenced tempo 01 newly established during 
tlie immediate prew'ai yeais 

The Third Five-keai Plan had been in operation for over 
three seats w’heii the attack came Judging from the average 
annual idle of grow'th of heavy industry projected bv the Plan, 
by mid-iq4i, without taking into account special measures after 
the outbreak of wai in Europe, the increases in production ovci 
the 1938 level should have amounted to well over 50 per cent 
especially in machine-building and metallurgy, fuel and electric 
power, and chemical industries, where the pace was especially 
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forced As already mentioned, the Plan envisioned the creatioi| 
at a new production capacity gi eater than the capacity estab- 
lished l>v the two previous plans combined And of special 
M^^ni/iraiue uere the jjiovisions of the plan for distributing the 
new lapacits cliicHs east of the V'olga 

As Molotos explained to the Clommiinist Party Congress in 
Maith i<)‘it). there w’as to be a greatei dispeisal of industry with 
the 1 ai iast and the interioi disiruts singled out for special 
attention The ob|ectivc was to obtain the development of 
industis and iood pioduction on a sclf-sufhcicnt basis in the 
sep.n.iie Republics and regions Constiiiciion of new plants in 
the oldei nidustiial cenicis ol the w'est such as Moscow and 
I cningiad was stiulK asoided although construction already 
in piogress v\as to be tomplctttl Naiiow specialization, such as 
would make the tountiv dependent upon one enterprise foi a 
gi\en piodiKl was discouraged Under the new plan, giant 
eiuet|)iiscs such as had been developed in pievious veais were 
nor so gicMils ciiiphasi/ed Instead emphasis was placed upon 
the tiaiisitton to iiiediiini and small industrial units to speed uj> 
(he i.iie ol consii IK (ion make possible a much widei distribu- 
tion ol ])lanl and iiu lease the mobillts of industry 

lo s.ilcgiiaic] “the Vila! luteiests ol the State” efforts were 
com entiated upon building up the interioi regions The Far 
Lasi toi example was to priKliicc all its leqnirenients in liiel 
and 111 hulk agi icultui.il products, while attaining self-siifficiencv 
as iieails as possilile in nictal machincrs cement other build 
ing m.iteiials and in mans branches of light industry Industrial 
and lailioad (oiisiiuctioii was to pioceed at a forced tempo. 
T he setileuicni of the sparsch-fxipulated far Fastern region was 
uiidei taken ‘ We legaid the fai Fastern Territors as a mighty 
outpost ol Sosict Pow'ci in the Fast w'hich must be stienglhened 
in eseis was said Molotov*® 

Among the leading projects of the Third Plan wms the crea 
tion of a “Second Baku” between the Volga and the Urals with 
a cap.icitv of 7 ooootH) tons of oil Near Kiubsshev, the largest 
hsdio elecii tc powei combine in the wwld was to arise, serving 
the tians-Volga aiea The giant iron and steel mills at Magnito- 
gorsk were to be completed while new coal pits were to be 
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iDi thq Urals, Central Asia and the tar East Smaller 
hydro-electric stations were scheduled throughout the interior 
area, together with new irrigation projects, processing industries, 
and the development of new fuel and raw niateri.il sources in 
the republics of Central Asia In addition, the Plan provided 
for new railroad mileage foiii times greater than was laid under 
the Second Plan, for a large quaniitv of new rolling slock, and 
for the expansion of water, auto and air transport 

These undertakings, togethei with luw projects undoubtedly 
initialed aftci Hitler’s atta<k on Poland, were already well 
.idvaiued by June 1941 1 he legions east ol the Volga already 

contained almost three-fourths ol the Soviet engineering capa- 
(iL\ and the greater pait of the new annaineni jilaiil A very 
high projiorlion ol the non-ferrous metal oiilpiil, as well as over 
half of the i<)4o pig-iroii and steel tapatily, was IcHaied heie 
Many new sources ol essential mineials, which abound in the 
Ural Mountains, had been uncovered The synthetic rubber 
industry was placed here, and a new alumimiin industiy exceed- 
ing the capacilv of the enliie picwai indusliv soon arose 
Regional self-sufficienc v in food piocluctioii had also been 
einphasi/eci 1 he 1 hire! Plan piovicled foi 52 jiei cent increase 
111 agriculliiial jnocluc tion, with sj>ecial emphasis on live-stcxk 
bicjeding, winch had laggcxl hoi tunateh, the ccntei ol gram 
tollcctions h.id shilled out ol the IJkiame, to the noiih and east 
into the Russian Soviet federative Socialist Republic, which bv 
icy^jS alie.idv piovided three times more giain foi chstrihution 
than the region lormerl> the nation s chief breadbasket 
'The stieam of machines and men ev.icuatecl Irom the west 
poured into the newer indusiiial centeis, where they could be 
tied into the industrial netwoiks already established, 01 form 
new branches of indusliv Undei the system of ceiitr.ili/ed 
planning, the accession ol the evacuated niachinerv and workers 
rendered it possible m the reorganization to adopt new' methods 
of pioductiou, incicasc elhciencv and apply mass pioduction 
iiiethcKis iiioie widely 

A most iinportaiu factor leading to expanding production 
was the gieat mciease in the ptoduclivity of Ubor In general, 
this h,is been one of the most pnmoiinced (level opiiients in the 
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building of socialism During the hrst two plans, the, production 
level had been overreached, although the construction projects 
had not been completed in all cases I his was due to the increas- 
ing labor productivity, at a pace which had not been thought 
possible when the plans were drawn up During the period of 
the Second Five-Year Plan, for example labor productivity in 
industry increased 8a per cent, although the Plan allowed for 
only 6$ per cent rise During the war, the tempo of improve- 
ment reached new heights The Stale hanovite movement, which 
had played so important a role among the workers in increasing 
prewar ouipui developed into a “zcmi per tent” movement, and 
this in turn gained impetus as “1 000- per tenters” made their 
appearance This gigantic effort of the workers* combined with 
the greatei efficiency of the war industries, resulted in the rapid 
expansion of production " 

Oiiiiprehensive wartime statistics were not published lJut 
sufficient data are available to indicate that the pace of industrial 
expansion in the interior regions dining the war exceeded hv 
far even the extraordinary records established by the Soviet 
economy during peateiime In steel production, the basis ol 
heavy industry, it was estimaletl that hv the end of the war the 
.Soviet capacity was almost as much as in iU‘J7, when it out- 
stripped Germany iii total industrial output This athicvemeiu 
resulted frtnn the rapid expansion o) ihe industrv east ol the 
Urals together with the reMoraiioii of the plants ol the Donbas 
and the Ukraine since their liberation in Bv the end ol 

1944 the steel industry behind the Urals had increased its output 
of pig iron by 47 jjer cent, of steel by 4^ per cent, of rtilled 
metal by 45 per tent and t)f iron ore bs an per cent above 1940 
III addition to the wailime expansion of the giant Magnitogorsk 
plant, a great electro-smelting plant was established at (.helva- 
binsk and another giant blast furnace at Nuchni-Tagil Other 
new blast furnaces were blown in during the war in Siberia and 
Central Asia Uzbekistan and Kasakhstan now have their first 

* in the mc<liuin machinc-bMiIdinir industry, for rXtiiiipk, labnr productivity m 
IMS increased l>y TtMW per i<nt over IMS, in the arms industry 15 per cent in IMS 
nv«r ,1MI, in the midst of the nriiiv nintnlKBlnin, and for (he same year in aircraft 
M per cent, laiiL prcMliit-tiiiii 18 per cent, anil in Iieht ineliistrv as a whole 46 
per cent 



2S0 


WORID MONOPOLY AND PEACE 


big Steel centeis. supplied by the coal non and manganese 
deposits of Central Asia and opeiatcd bv Uzbeks and Kazakhs. 

Expansion ol general industrial output in the new regions 
was tremendous^ During i()43 alone induslrial ouiput ol the 
Urals area increased b\ hall During the war seats general 
industrial production rose seven and eight limes in centeis like 
Chelyabinsk, Sverdlovsk Nizhni-'I ,igil and kaniensk New 
sources of fuel and |M)wer weie developed in the eastern areas, 
while the output of existing mines and powei grids was greatly 
incieased in the Ku/netsk basin, toi example coal output in 
it)'j4 was ovci two million tons above i 04 ‘’>* while Jioo new coal 
mines were opened elsevvheie Ol the new fields the Ki/el mines 
m the Urals alone have a yearlv capacitv of 7 (h> ooo tons while 
another held at N’olthaiika is expected to piodiuc two million 
tons annuallv 1 he naiuial gas lescives of the Soviet Ihiion, 
judged second onlv to those of the United States wcie exploited 
lor the fust time on a huge stale to supplement oil coal and 
liiew’ood ill the mimic ipal heating and powi'i sv stems 

I'xpaiision ol the power grid exceeded even the phenomenal 
lecotds established previouslv m the Soviet ulili/ation of electric 
jiowci Dm mg lout wartime vcais the capacitv put into opeia- 
tioii in the Uials Sibeiia and (.cntial Asia sui passed the capa- 
citv established undei the piew'at FiveYeai Plans which 
included such gieat pio|ects as the Dniepi " 

New heaw-inachme building centers spiaiig up which sup- 
plied till bines diesels locoinolives and otliei ecjiiipmerit to the 
lapicllv expanding w-ai mdustiics koi example the capacity of 
tin lime and boilei units built and reconditionccl during the wai 
(omprisecl onecpiailer of all the powei units of the USSR The 
piochietion ol mine and electrical hoisting machineiv in 1944 
was seveial tunes greatei than in anv prewai veai ’* 

1 he Intel 101 legions supplied not onlv the sinews of war for 
the Red Arttiv but provided an expanded base tor the recon- 
stiiiction of the devastated areas in the west and south As the 
mvacleis weie driven out no time w'as lost in beginning the 
icccmstrucliori On the heels ot the fleeing Germans, came the 
specialists and materials to stall the rehabilitation 111 acxordance 
wall plans alicadv pitpaied These first plans provided foi the 
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ifutial steps in tes(oiiiij» homes, sfhools, railwa)s, taims and 
iiidusliy Ihe tall sloiv is yet to be told ot the epic ot the 
evacuation and the letuin, ol ihe lai sighted planning and social 
execution ol botJi phases ot the movement A tew instances can 
give only an inkling ol ihe vast and heroic eftort Within nine 
monihs .liter iheii recapture, the wiecked coal mines south o£ 
Moscow Here priKlucnig at prewar levels The Red October 
Steel Woiks at Stalingiad was produting steel six months alter 
the Germans were driven out ot the rubble which was once 
a city 

Within two seals ot then libeiation, the pioduction leniers 
ot the South weie again assuming an im)X)rtaiit role in the 
Soviet cfoiiomv the Geimaiis had devaslaled the Krivoi Rog 
iron mines, ihe Dniepi powei <ombnie and the Donbas blast 
furnaces, and had flooded the coal mines of the Donbas Bv 
ihe end ol n)4t, icconsiiiicted Donbas mines had shipped one 
million tons ot coal, the Krivoi Rog non mines had lesioretl 40 
per lent ot the piewai output, while many of the blast turnaces, 
open-hearths. Killing nulls and coke batteiies w'ere again at 
work '* 

The leconsluu^ion ot the devastated areas piocecded in 
aciotdaiKC with ^ beyond the immediate rehabilita- 

tion to link in with the long-range development ol these regions. 
Furthermore, it pun ceded on the base ol the Soviet economy 
and with the lesouues at the disposal ot the Soviet Union, 
although Germany was called upon to contribute heavily in 
reparations ol goods and labor, and everv eftort was made to 
obtain the kind ot long-term itedits which would enable the 
Soviet Union to Ciise the burden ot leconstiuction with large 
imports of mathincry and equipment from abroad, especially 
from the United States 

How long will It take for the Soviet Union to lepair the war 
destruction^ What effect has the war had upon the peispectives 
of economic growth as advanced on the eve of ihe war^ 

It will lake some time to repair completely the damage of the 
German occupation E C Ropes, the Department of Commerce 
Russian expert, believes that it will take at least 25 years for the 
Soviet Union to heal her wounds entirely/ while the national 
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economy would be restored to the 1938 level within a decade.'^ 
This view does not take into account the great recuperative 
power of the Soviet system, the wartime expansion of the 
interior regions, the vast resoutres at the disposal of the Soviet 
Union and the great potential of Soviet planning 

According to Soviet plans, announced soon after the capitula- 
tion of Japan, the complete rehabilitation of the economy in 
the war-devastated regions is to be completed by 1950 This is 
considered the most important task of the new Five-Year Plan 
beginning in 194b 

Industry, agriculture and transport are to be restored, not to 
their prewar status but according to the newest in technique, 
making use of the experiences gained during the war The 
objective is to obtain a much higher level of production and 
efficiency in the industries destroyed bv the invader. The 
Ukraine is to become again a huge coal and iron center Even 
the mills partially restored during the early reconstruction are 
to be rebuilt along modem lines The new industrial centers 
«ast of the Urals will serve as the initial base tor the speedy 
restoration of the western and southern sections of the Soviet 
Union Simultaneously, all other regions of the USSR are to be 
developed further, especially the new Soviet republics of 
Lithuania, l.atvia and Estonia and other new Soviet regions, 
where measures will be taken to raise the whole economy to a 
higher technical level 

Five months after the war’s end, Stalin set the more imme- 
diate objectives as reconstructing the wartorn areas, restoring 
the prewar level of production in industry' and agriculture, and 
exceeding this level by 1950 He stressed the need for mass 
production of consumers’ goods, raising the people's living 
standards by "consistent and systematic reduction’’ of prices, 
and upon wide-scale development of science with a view' to sur- 
passing scientific achievements abroad With respect to longer- 
range economic goals, he reiterated the perspective set before 
the war for overtaking the most advanc^ capitalist countries 
within hlteeii years Within this period the Soviet Union is td 
increase production three fold over the prewar output— the only 
condition, Stalin said, that would insure the country! against 
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■“any eventudlity.” This would mean raising the production ol 
pig-iron to ",0,000,000 tons, ot steel to 60,000,000 tons, of coal 
to 500,000,000 tons, and of oil to 60,000,000 tons** When this 
level IS reached, Soviet production will stand only slightly below 
the swollen wartime output of the United States 111 1945, with 
the exception of oil m the output of which the United States 
w'ould still remain fai ahead 

Valuable human lesonrces and time were lost as a lesult of 
the war Bui the Soviet system emerged stronger than befoie, 
possessing all the letjuirements tor rapid reconstruction and 
■development 1 he Soviet state was in a far better position to 
safeguard the peace Socialist society stood ready to resume the 
peacetime growth and to advance further along the road of 
transition to communism. 
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DURlN(i rUL WAR ihe SoMCt Union t.iinc to pla> a tlcciMve 
n>le in tvoild attaiis As a conscqneiue ol liei o\eiuheliiuiij>lv 
major part in deleating Na/i Gctnianv and hci lon^ established 
opposition to imperialist opptessioii, the Soviet Union enjovs 
great political prestige among the peoples ol libciated 1 mope 
and the colonial nations Hei moial and political inhueiice 
among the peoples eveiyvvheie has giown 

From a pariah among the jxnvers, ext hided as mnch as pos- 
sible from wotld affairs and metliodit allv isolated, in the shoit 
space of a tew vears the USSR became a recogiii/ed worltl powei, 
4 >laying a global lole as one ot (he liig Ihiee 'I'he old intei- 
war encirclement of vvhuh Na/i (»eiman\ was the piodnci and 
the spearhead could not be bioken without at the same time 
broadening the scope ot Soviet paiticipation in international 
relations I here is not a major problem ol the peace in w'hich 
the influence and the pressure ot the Soviet Union ate not 
brought to beat 

In addition, the Soviet position in both Europe and Asia has 
been improved as a result of the defeat of the Axis and ot 
political changes engendered by the w'ar On the Einopean 
continent fiom the Baltic to the Black seas, and in Asia fiom 
the Sea of Japan to the Caspian, the vast “maiginal /one 
-between the capitalist and socialist sectors is no longer a solid 
anti-Soviet buffer In these regions political lelations have 
become very fluid Within them the leading capitalist powers 
no longer enjoy a predominant position, neither in the exercise 
of power nor in the realm of ideological influence 

In view of the new world position of the Soviet Union, her 
relations with the non-sociahst nations and with the major 

224 
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capitalist poisets become even uioic than in ihe inteiwar peiiocl 
the pi\ot oi all woild lelaiions Is the Soviet Union expan- 
sionist, does she seek to im{X)sc hei system ujxm neighboiing 
countiies, is it her policy to extend socialism by intervention 
and conquest, as is chaiged bv leactionaiies^ Will the gieatlv 
enhanced powei ol the Soviet Union be a foice tor war or peace-* 


1 sovihr k)rm(;n polk^y 

The Soviet lorcign poluv has ahvavs been a jieace policv It 
cannot be otheiwise bec.iuse the Soviet foreign policv icsts on t 
socialist base 'f'lie iiiiici souiies of reaction and aggiession dis- 
appeaied with the elimination ol exploitation ol man bv man 
When attacked the Soviet system showed itself lully capable ot 
effective ami inspiiing defense It could take necessarv and 
preltminaiy security measures against an aggressor power It 
could counter-attack it could cairy the vvai home to the 
aggiessoi nation, it could develop to the full a wai siiategv ol 
the offense as well as ol the defense It has powetfiil armed 
forces and a great industrial war potential, based on the latest 
in technique and science But the hisioiv ol the socialist svsteui 
— Irom ^its initial, loi mauve stage to the period ol the great 
patriotic wai against the Axis — reveals that socialism is devoid 
ol all factors making for aggression Tlie Soviet Union is the 
only wcnld power which is neithei aggressive nor potentiallv 
aggressive 

In the past this could perchance l>e ascribed to weakness But 
after World War II when most of Europe and Asia lav pros- 
trate .ind the Soviet Union emeiged as one ot the two greatest 
world powers, the liasic foreign policy of the Soviet Union did 
not change Betore the war, in Maich iqi^q when collective 
scxruritv had already collapsed, Stalin enunciated the following 
essentials of the Soviet foreign policy 

1 We stand for peace and the strengthening of business 
relations with all countries 

2 We -stand for peaceful, close and friendly relation^ 
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with all the neighboring countries which have common 
frontiers with the USSR . . 

3 We stand for the support of nations which are the 
victims of aggression and aie hghting for the independence 
of their country 

4 We are not afraid of the threats of aggressors, and are 
ready to deal two blows for every blow delivered by insti- 
gators ol war who attempt to violate the Soviet bordeis ‘ 

In the first comprehensive review of the Soviet position fol- 
lowing the defeat of the Axis, Molotov defined the mam task 
of Soviet foreign policy as follows 

The Soviet Union has always given hrst place to promot- 
ing peace and collaboration with other countries for 
universal peace and the development of international 
business relations 

As long as we live in a system of States, and roots of 
fascism and imperialistic aggression have not been hnally 
pulled up, our vigilance as regards possible new' breakers 
of peace must not be slackened, and efforts to consolidate 
collaboration among peaceful powers will remain, as before, 
our most important duty ^ 

The historical lecord demonstrates that these arc the guiding 
principles of Soviet foreign {Xilicy, not only in words but in 
deeds 1 o show tlie remarkable consistency ol the Sos let peace 
policy It IS sufficient to recall the leading role of the Soviet 
Union during the thirties in the hght for collective security and 
in the world-wide stiuggle against Munichism and appieasemcnt, 
the prune role of the USSR in forging the wartime Coalition, 
and her insistence upon Big Three unity for the consolidation 
of jjeace It is particularly signihcant for the postwar period 
that this foreign policy coincided w'lth the emergence of the 
Soviet Union as a world powei, and grew more effective as 
socialism was increasingly consolidated and the Soviet state 
strengthened 

This consistency of the anti-fascist, world security policy arises 
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From the basic national interests of the Soviet Union in the 
present stage of world development The foreign policy of the 
Soviet Union is devoied hrst and foremost to assuring the 
security of the socialist nations in a world which remains by far 
predominantly capitalist The Soviet Union coven such a vast 
extent of territory and is so situated geographically that its 
security interests aie world-wide From the viewpoint merely 
ol protecting the extensive liordeis from aggtession the Soviet 
Union must deal directly with at least a dozen countiies touch- 
ing directly u|)on her frontiers, not to mention the countries 
which iKcupy strategic positions along the lines of communica- 
tion between the Soviet Union and the rest of the world. 
Besides, the development of technique in all helds and the close 
inter-relations of the whole capitalist world have made the 
Soviet Union a political neighbor of every other major power. 

While centering foreign policy upon maintaining friendly 
relations with the major world powers and preventing a hostile 
anti-S<jviet combination among them, simultaneously the Soviet 
Union has taken other steps to assure immediate security in 
Europe and Asia Far from obscuring this interest in security 
along her transcontinental borders, Soviet policy emphasizes the 
need for fiiendly lelations with her neighbors to break down 
the prewar capitalist policy ol the anti-Soviet cordon The 
defeat ol Germany and Japan eliminated the two mam bases of 
fascism and aggression, although the danger of the resurgence 
of these powers has by no means been removed On a world 
scale, especiallv in relations with the United States and Britain, 
the Soviet Union seeks to pievent the utilization of a truncated 
Germany and a satellite Japan bv the big victor powers in a 
combination directed against herself At the same time, Soviet 
policv towards her neighbors seeks common regional security 
against aggression from a revived Germany or Japan, or any 
other aggressive imperialism 

In this lespect, the Soviet position is now quite different than 
after World War I At that time the paramount need was to 
defeat the counter-revolution and the foreign intervention, to 
overcome as rapidly as possible internal exhaustion and weak- 
ness, and to survive in a hostile encirclement bordenng on 
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belligeienty \fier Woild VVai II. the question loi the Soviet 
Union was to develop as nmch as possible the uai-boiii co- 
operation with other peacelul big powers, to pievent itseK lioni 
being elbowed out ol paiticipatioii in the settlement ol woild 
aifaiis, and to pievent the consolidation of new hostile loima 
lions At no time in its history did the Soviet Union follow an 
isolationist policy, on the contiarv its objective was to overcome 
the isolation fiom world affaiis which had been imposed bv the 
capitalist powers And one ol the important icsults of Woild 
War II was the active lolc of the Soviet Union in all phases ol 
diploinacv and woild allans, a lolc which the USSR showed 
every intention to maintaiii 

As a result of the wai, the Soviet Union also impiovcd its 
strategic position, icstoiiiig maiiv of the teintories which had 
been separated as a icsult of the iiitciventioii in the earlv 
twenties and lecovering some of the important seciiiiiv positions 
formerly held by Russia In this picKess it was appaieiu that 
Soviet policy was not motivated by desire for teiritoiial acciiusi- 
lion or expansion, but was moved piimarilv bv toiisideiaticms 
of security and by the desire to leintegiate the national popula- 
tions divided bv the aitificial anti-Soviet bordeis established .is 
a result of the iniei veiition 

Thus, the three Baltic lepublics which had been foiciblv 
sepaiated Irom Russia and had increasingly become Geimaii 
provinces during the iiiterwar veais regained then iiidependeiict 
as Soviet Repulilics and lejoined the USSR The Soviet seem its 
position on the Baltic was further improved bv the inclusion of 
Komgsbeig Province from East Prussia, which also gave the 
Soviet Union a veai-iound port The Leningiad area received 
added protection by restoring the iq4o Finnish-Soviet fi outlet, 
an obvious security measure as shown by the siege of Leningiad 
during the war Soviet security on the Baltic was also inci eased 
by the ceding of the Piokkalau naval base on Finnish teriitoiv 
to the USSR The lar Northern approaches were protected bv 
the return of the Petsamo area to the Soviet Union While these 
securitv measuies involved the ceding of some Finnish tenitoiv 
to the Soviet Union, there was little interference with the poli- 
tical independence of Finland, which had served throughout its 
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slioii histoi\ as an independent stale as an anti-Soviet base, 
engaging in luo wars against the Soviet Union 

Like b inland, J‘oland had also been part ol the Russian 
1 iiipiie but heie loo it was not the purpose ot Soviet policy 
to leincorpoiale all lonnei Russian territory "I he new' Polish- 
Soviet hontiers icstoied to the Soviet republics ot White Russia 
and Ukiainia the lands inhabited bv White Russians and 
L kiainians which had been alienated lioiii the Soviet Union 
bv the prewai iinpeiialist Polish state At the same time, the 
Poles retained then indepciideiii slate, wlviih was enlarged 
(onsidetablv in the West at the expense ol C«ennanv by the 
leliiin ot tiaditionallv Polish lands Rv treats with Cizeehoslo- 
vakia, the tians-Caipalhian Ukiaine betaine pail of the Soviet 
Republic, tesiiltiiig tot the first time in a single state entompass- 
ing all the Uki iinian people In 1940 the people of Bessarabia, 
wlmh had been annt\ed bv Rumania in Woild Wai I joined 
with then fellow Moldavians in the Soviet Union to foim a 
Soviet Sotialist Repnblit 

Soviet setnittv in the I'ar hast was also stienglhened as a 
icsull of the ictuin of southetn Sakhaltn .nul the Kurile Islands, 
and establishment ol joint Sino-Soviei control ovci the Man 
(huiian lailioads Port Arthni and Dairen In <iddilion to the 
setnrilv positions alreadv acquued in Linope and Asia the 
Soviet Union indicated Us intention to piotect the Black Sea 
appioachcs and obtain exjual access to the Mcditenanean and 
Red Sea bv sharing control of the Bosphorus the Dardanelles, 
Sue/ and 1 angieis It also proposed to take a liusteeship over 
the foirnei Italian colonies of Tiipolilania on the Mediterranean 
and Fiitie.i on the Red Sea Obviouslv these and othci pro 
pos.ils w'eie also designed to prevent the consolidation of the 
Riitish 01 an exclusive Anglo-American control ovci areas which 
.lie in tlie immediate seeuiiiv /one ol the USSR 

1 hese seciiritv measures mnsi be viewed in 1 elation to the 
gicai emphasis placed bv the Soviet Union upon a world security 
svsiem in which the USSR w'ould share full responsibility and 
IcMclciship with the United States and Britain Fven more they 
must be seen in relation to the Soviet foreign policv as a whole 
Sccniiiv jiolicv and political policv aie inseparable Every big 
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power has a refponai security policy in the sense that it seeks to 
establish the seiiirity of its frontiers But very often a regional 
security policy is used by the major capitalist powers merely as 
an instrument of imperialist penetration or aggression, as in the 
case ol the Inter-American system or the Western Bloc projected 
at the end ol the war Among other things, the real content o( 
foreign policy is expressed in the attitude of a big power towards 
smaller and weaker nations, ami especially towards its neighbor'. 
An authentic test o( foreign policy is whether it encourages wat 
oi peace, another is whether it encourages reaction and fascism 
or demcKracy and progress I he contrast of policies can be seen 
for example, in the whole anti-Soviet “security’’ system estab- 
lished and sustained bs the Western powers in Riirope during 
the interwai years The regimes of the anti-Soviet cordon weic 
based upon the leiidai and most reactionary lorces of Kuropeari 
society, ufxin the yerv elements which created fascist or senii- 
fasetst states as satellites of Hitler <»ermanv On the other hand 
the new postwar regimes of Fasierii Kurope friendly to the Soviet 
Union arose ftom the liberation movement and are based on the 
deincxratic and anti-lascist fortes seeking to rcno\ale the anti 
c]ualed yxial structures 

In the broad, historic sense the best security for the Soviet 
Union IS a scKialist encirclciiieni that is a ivorld piccloiiiinantly 
vKialist But Inmi this histoiitally correct general i/a lion it 
would be erroneous to draw' the coiichisioii that the Soviet 
Union either can or intends to .Sovicti/e the world Accusations 
of this sort ait iiiiaciulterated nonsense, usually intended to 
serve as an agitational weapon in the service ol an anti-Soviel 
ctusadc 

'Fhe Soviet system is the jncxlucl of inteiiial tievelopmciii, 
the result of a scxialist revolution, and it cannot be imposed 
fmm the outside This is a law of scxial development, and the 
Soviet Union is first to appreciate its validity During the earlier 
stages of the Soviet jxiwer iniich confidence was expressed by 
Leniii and others that socialist revolutions in the much more 
highly developed countries of Europe would come to the rescue 
of the Russian revolution But even this expectation, which 
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nol borne out by evenls, <iid not obscure or take the place 
of the perspective oi biiilcimg scHiahsTn in one country even 
while the rest oi the world remained capitalist I.enin and 
Sialin after hirn also emphasized another equally valid law of 
social development, the law of unecjiial development ol nations, 
ns a result oi which nations of varying stages ol national growth 
exist side by side — socialist nations, side b\ side with highly 
matured or decaying imperialist powers, smaller capitalist 
nations, and colonial and semi-dependent peoples Some have 
made the mistake of interpreting this law in a schematic and 
static fashion, imagining that scxial development and iclations 
between the vicialisi and capitalist sectors oi the world are 
more or less frozen Nothing could be iiirthei from the truth, 
for miequal development still remains development, .ind its un- 
evenness as between nations in itseli supplies a great dynamic 
force to histoiy 

It IS a lact that aftei World Wai H, when the Red Anny 
(Mcupied nine capitalist countries, in whole oi in part in 
Kurope, Northern Iran in the Middle Hast and Manchuria and 
Northern Korea in the Far East no at tempt was made to 
impose the Soviet system iqxm them I Ins is an histoiical iact 
which cannot be obscured bs the wild incantations oi fascists 
and reactionaries oi all slii|xs I he essence oi the Soviet rxcii- 
pation |xilicv, whether in huiopc or Asm w.is to assure the 
complete disaimament ol the enemy and the elimination oi 
fascist and aggressise fences, while encouraging the anti-iaycist 
and democratic iorces to leconstruct their couiitiies along pro- 
gressive lines Hand in hand with this, the Soviet Union used 
Its position r>i) a vi\ the other big victor piwers to press lor the 
complete deiiiilitari/ation ol the enemy powers .ind to delend 
the demcxratic advances of the liberated |x*c)ples I'he strength 
of the Soviet jxilicy lies precisely in its recognition of and 
encouragement to the deiiicxratic iorces Stimmaiizing the 
Soviet position with respect to Europe after the deieat of 
Germany, Molotov said 

There is still much to be done to insure the coriect ful- 
filment of this [Oimea] declaration However, there can be 
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no doubt that, in spite of all its unwielcoine consequences, 
the vvai nith fascism, by ending in victory, has helped in 
many wass to clear the jjoliiical atmosphere m Europe and 
to open up liesh oppn limits foi the anti-fascist fences to 
revise and develop moie than ever before 

While )oint Allied lontiol ovei C.eiinaii). Italy and Japan 
was urged as neicssaiy to picveiu the lesurgence of aggressive 
tendencies within them Molotov also stressed a polics of “not 
impeding the development and piogiess of these countries as 
deiiiociatic states" M'lth icsfKct to the fascist and semi-fascisi 
states which had tuiried towards denicKiacv. he emphasized the 
need to reinloice and promote democratic principles Refeinng 
lo the fundamental social reforms initiated bv the neiv regimes 
—such as land lelorm, natioiiali/aiion ol kev industries and the 
eiglit-hoin vunking dav — the Soviet I'oreign f onimissar said' 

1 his undennines the foimei sliength ol the leactionaiy, 
lascist loites and stimulates (he development of the demo 
train and socialist inovcinenis m these countries [They 
give) lush vigoi and confidence to the giowing lanks ol 
ihc dcinociatic movements inside and outside I'uiope ' 

1 hiis neithci in declaiations ol policv noi m practice did 
ihc Soviet Union attempt to impose socialism upon the defeated 
Ol liberated countiics It lecognized fully what was taking 
place, as an cmtgiowtli of the fight against fascism and the wai 
of libeiation as an inteinal development within each counliy 
.mcl sought to piomole the democratic prexess But, as Molotov 
put it the aigiiments ol reactionaries weie (omfilctelv uii 
founded that “the bold democratic reforms ate largely due to 
ihe incieased niHueiicc ol the Soviet Union ” It is true that 
the Soviet Union encouraged them but the reforms were 
essentiallv and largely the w'ork of the democratic movements 
themselves 

This approach towards the inner political affairs of the non 
socialist nations is a well-established principle ol Soviet yiolicy 
Ti would be eiioneous to suppose that the existence of the Soviet 
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Unton, Its increased power and its greater participation in world 
afEairs do not affect the course and tempo of development in 
other countries But this is felt essentially through the role of 
the Soviet Union in defeating or obstructing the reactionary 
forces which retard soaal progress, as in its great contributions 
to the defeat of the Axis and to the moral and political defeat 
of fascism The Soviet Union plays the role of clearing the 
path, of facilitating world pri^ess, of proving by its own 
example the superiority of the socialist system But basically it 
remains as true now as previously that each nation must 
advance through its own efforts 

In Its approach to the small nations and semi-colonial peoples 
along the frontiers, the Soviet Union acts as a multi-national 
state, within which many socialist nations live peacefully side 
by side Just as the elimination of exploitation has removed 
the source of aggression against non-Soviet nations, it has also 
created for the first time in history the foundation of full 
national equality National and race prejudices are as foreign 
to the Soviet Union as is capitalist exploitation The victory of 
socialism destroyed all forces retarding the free development of 
the many nations comprising the Soviet Union Mutual distrust 
and suspicion among the nations, left as a heritage from land' 
lord-capitalist domination, were overcome in the process of 
building socialism and by an active Soviet policy of encourag- 
ing the economic and cultural growth of the formerly oppressed 
and retarded nations Every Five-Year Plan provided for a 
greater pace of development of industry, collective agriculture, 
education and other social services among the formerly op- 
pressed peoples than for the Russian Soviet Republic, which 
comprises the Great Russians who under Tsardom were the 
dominant nation of the empire Each major nation has a 
separate state formation, with its own Soviet institutions, and 
enjoys the full right of self-determination Within the Soviet 
Republics, numbering sixteen at the end of the war, national- 
ities evolving towards fuller nationhood enjoy a high degree of 
self-government and autonomy in their well-defined national 
areas 

Among the Soviet nations a great equalization of develop- 
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ment takes place, as compared with the tendency to greater un- 
evenness of development which is characteristic of the capitalist 
sector As between the Soviet Republics, and even within them, 
there is a great social and cultural variety, summed up in 
Stalin’s famous phrase National m form, socialist in content. 
The free development of nations, which is characteristic of the 
Soviet democracy, takes place upon the homogenous base of the 
socialist economy. The unity and fraternity of the Socialist 
nations, combined with the planned and centralized nature of 
the economy, guaid the Soviet system from retrogressive 
influences operating from the outside At the same time, the 
variety of peoples and cultures, the diversity of multi-national 
development, and the high level of popular democracy, impart 
great flexibility to the Soviet system Both its unity and resi- 
lience were demonstrated during the war 

These developments, together with wartime changes, have 
made the Soviet system more complex, from the viewpoint of 
the necessities and further growth of the nations which comprise 
It The rapid wartime economic expansion of the interior 
regions accelerated even more the development of the nations 
of Central Asia and Siberia, while the Soviet Republics in the 
path of the German invasion suffered heavily At least during 
the first phase of reconstruction the republics and regions 
developed during the war serve as the base for the restoration 
of the economy in the west and south, reversing the prewar 
situation The return of alienated land in Europe creates special 
problems of the full integration of the national populations and 
of economic development of these relatively backward regions 
The great variety of security problems along the greatest land 
frontier in the world, and the many common interests of the 
border nations in reconstruction and friendly co-operation, 
create a more complex situation in the sphere of foreign 
relations 

The Constitutional changes during the war to widen the 
autononn of the constituent Soviet Republics in the field of 
foreign affairs already recognized the new needs of the Republics 
and indicated a trend towards greater and more flexible Soviet 
participation in world diplomacy and in cultural and economic 
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interchnage The greater autonomy of the Soviet Republics 
provided a new element in world relations This was already 
registered at the San (ancisco Conference where the Soviet 
Republics of White Russia and the Ukraine became members 
of the United Nations Organization It was also demonstrated 
in the separate arrangements for maintenance of friendly rela- 
tions and economic co-operation between these Soviet Republics 
and their neighbors in Europe 

The Soviet position in favor of colonial independence and 
non-intervention in the internal political affairs of other nations 
IS a natural outgrowth of her own multi-national system, art 
expression in the field of world affairs of the principle practiced 
at home As it is, the very example set by the Soviet Union in 
the solution of the national problem was always a great 
inspiration to the colonial and dependent peoples, and to all 
democratic and anti-imperialist forces When the Soviet delega- 
tion at the San Francisco Conference of the UNO championed 
the cause of independence while the United States which 
claimed no colonial aspirations supported the British position 
against independence, the prestige of the Soviet Union rose 
even higher There could be no question but that Soviet parti- 
cipation in the trusteeship system would further the self- 
determination of nations * 

Practical application of this policy in the colonial sphere was 
shown in the Soviet policy towards Korea and China United 
States troops occupied the southern part of Korea after the 
defeat of Japan, while the Red Army occupied the northern 
half This area is situated in a region which is of the most 
immediate security interest to the USSR, while it is very 
remote from the United States In contrast to the policy fol- 
lowed by the American authorities in their zone, the Soviet 
Union immediately and without hesitation disarmed and 
interned all the Japanese troops, removed both the Japanese 
and puppet civilian authorities, and permitted the Korean 
liberation committees to establish themselves in power 
In China Soviet policy sought to establish mutual security, 
in a very complex situation A 30-year Treaty of Friendship 
and Alliance was signed on August 14, 1945, between the USSR 
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and China, providing for joint prosecution of the war against 
Japan until final victor) and for joint measures to render im- 
possible the repetition of aggression and violation of the peace 
by Japan A series of supplementary agreements was signed for 
joint Sino-Soviet ownership and management of the Manchurian 
railroads, Port Arthur and Dairen, covering the temporary 
Soviet occupation ot Manchuria, and lecognizing the right of 
self-determination for the Mongolian People’s Republic and 
China's sovereignt) over Manchuria and Sinkiang Never before 
had the national soveieignt) of China ovei all her territories 
and the principle of non intervention been accorded such com- 
plete recognition as in these agieements Where the common 
security needs of the Soviet Union and China against Japan 
demanded joint measures, as in Manchuria, the sovereignty of 
China was meticulously and clearly stated. 

The fact that these agreements were signed with the govern- 
ment of Chiang Kai shek, which represented the feudal-reac- 
tionaiy forces then engaged in preparing tivil war against the 
Communists, clearh emjjhasizes the importance which the 
Soviet Union attached to the principles of full independence 
and strict non-intervention The Soviet Union had not rendered 
direct anl to the Coinmunist-Ied liberation regime at Yenan at 
any time during its existence Nor did the treaty and agree- 
ments with the Central Government signify Soviet aid to the 
regime of Chiang Kai-shek m the threatening civil war, as some 
mistakenly believed The Soviet Union had established clearly 
its polio of non-inteivention and full recognition of Chinese 
independence It was left to the Chinese people to establish 
that national unity based on democracy which alone could 
assure an independent China, fully capable of playing a lead- 
ing lole in Asia 

In all spheres the Soviet foreign policy was effective in 
encouraging the anti-fascist, democratic and colonial liberation 
movements However, the Soviet Union exerted its gpreatest 
inoial influence upon the labor and democratic movements 
through the example of the achievements of the Soviet system. 
An agitational apparatus was not necessary to register this. 
The accomplishment of the Soviet Union in the war was the 
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greatest “agitational” weapon which could possibly be con- 
ceived The superiority of socialism over capitalism is a reality 
of world development 

If in i9«q-i933, when the USSR had completed only its First 
Five-Year Plan, the contrast was already so sharp between un- 
employment combined with destruction of productive forces in 
the capitalist world and the uninterrupted expansion of the 
Soviet economy and standard of living, the contrast will be even 
gfreater in the immediate years ahead The capitalist world 
moves inevitably towards another economic crisis at a time 
when war recovery is not even m sight and as the American 
economy accumulates the elements of a crash greater than that 
of 1929. On the other hand, on top of the wartime economic 
expansion of new industrial regions and the reconstruction of 
the occupied areas, the USSR promises to exceed its prewar 
level of development by 1950 This powerful contrast will have 
Its political effects 


2 ECONOMIC CO OPERATION 

If the Soviet Union is to play a greater role in world affairs 
it can also be expected that she will seek to participate more 
than before the war in world economic relations 

Soviet participation in the Bretton Woods conference in July 
1944, when the USSR gave preliminary support to the plan for 
the International Bank and Monetary Fund, indicated that she 
was ready to pursue an active role in the economic as well as 
political phases of postwar development. The contributions of 
the Soviet delegations to the first United Nations food and 
agricultural conference and to the social and economic section 
of the San Francisco security conference provided the same 
evidence This contrasted with the forced isolation in inter- 
state affairs and in economic relations imposed upon the Soviet 
Union during the interwar period These beginnings of eco- 
nomic co-operation on a world scale between tbe USSR and 
the capitalist powers occurred during the war as part of the 
Coalition effort Whether economic co-operation would be 
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established after the war depended primarily upon political co- 
operation to preserve the peace 

Before the war the Soviet Union entered into commercial 
relations with other countries only to a very limited extent. 
Her foreign trade was always small as compared with the 
volume of world commerce and with the level of Soviet pro- 
duction During the period 1925-1937, Soviet imports and 
exports together amounted to no more than 1 5 per cent of 
world trade Although impiorts loomed large in a single 
industry like machine tools, as a whole the foreign trade of the 
Soviet Union was but a negligible factor in world commerce 
Foreign trade never reached the level of pre-revolutionary 
Russia 

However, this need not necessarily be the pattern for the 
coming years The prewar situation in Soviet foreign trade 
reflected transitory as well as permanent factors Basically, 
world trade plays quite different roles in a socialist economy 
and in a capitalist economy, and this difference is decisive espe- 
cially as long as the capitalist sector enjoys economic primacy 

Throughout the capitalist sector, foreign trade, while register- 
ing a division of labor among regions and countries, is also the 
channel through which world tribute is collected by the lead- 
ing countries of monopoly capitalism, and especially by the 
biggest monopoly groups within them Capital investment goes 
hand in hand with the export of goods, and this serves the 
function of increasing the exploitation of the more economically 
backward and weaker nations Through the channels of invest- 
ment and trade, which are dominated by the monopoly capi- 
talist groups, corporate controls are extended throughout the 
capitalist sector, spheres of influence are established, the 
struggle among the monopolies and the various national mono- 
poly groups proceeds, and so on 

Within the socialist sector, on the other hand, trade and 
capital investment between the socialist republic and auton- 
omous regions perform an altogether different function. Here, 
too, the exchange of products registers a division of labor — as 
between cotton-producing and wheat-producing areas, for 
example But there can be no question of exploitation of one 
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nation by another, since exploitation of one class by another no 
longer exists -within any of the socialist nations Socialist capital 
investment and trade among the nations serve the function of 
equalizing economic development as between the more deve- 
loped and less developed nations, by which the latter are helped 
to overcome the historic lag Barriers and restrictions of the 
type which impede trade within the capitalist sector are un- 
known, because the struggle for markets and spheres of influence 
is non-existent Trade and investment, m accordance with the 
all-Union plan and, within that, in accordance with national 
and regional plans, serve the function of socialist construction 
in all branches of the economv as a whole, while at the same 
time establishing a much greater tempo of development foi the 
less-developed nations, leading to equality of economic status. 

These basic difterences in the iperation and attributes of the 
socialist and capitalist sectors determine, in the mam, economic 
relations between them In essence, the policy of the leading 
capitalist countries in relation to all world economic problems 
can have no other purpose than to strive for a larger share 6f 
the world market for their own monopoly capitalist groups, for 
control of sources of raw materials, for extension of their own 
corporate interests, tor improving their strategic positions to 
further such aims On the other hand, the essence of the policy 
of the Soviet state is to prevent the penetration of monopoly 
capital into the socialist economy, to assure the uninterrupted 
evolution of socialism to communism, and to establish the 
necessary strategic safeguards for this program 

Arising from basic differences in the system of society, exports 
and imports of the Soviet Union to and from the capitalist 
countries play a role in the Soviet Union different from that 
in the capitalist economy. Soviet industry does not need to 
develop markets abroad to keep running at full capacity The 
problem is quite different to obtain the maximum expansion 
of industrial capacity, which is never enough to satisfy the in- 
satiable socialist market, that is, the ever growing needs of the 
people In Soviet economy, and particularly in the present 
stage of socialism, relative surpluses may be developed from 
time to time in this or that product, but this is the exceptiou 
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and not the rule. For the Soviet Union, exports serve the neces- 
sary function of paying for imports of such raw materials as 
may not be sufficiently available within the country and of 
manufactured goods useful to the economy 

On the other hand, the Soviet Union can absorb an almost 
unlimited quantity of imports without in any way disturbing 
its economy This is so, because, first, the limits of plenty for 
all are established by the amount that can be made available; 
imports thus supplement the production of the socialist 
economy Secondly, foreign trade is a government monopoly, 
integrated into the whole system of socialist planning Once 
foreign goods enter the Soviet Union they are freed of all the 
laws of the capitalist market and immediately become subject to 
the Soviet system of planned distribution Imported products, 
from machines to spoons, are purchased by the state in accord- 
ance with the plan for the whole economy and enter the system 
of distribution alongside the products of Soviet industry 

These, in bare outline, are the basic economic laws which 
govern the exchange of commodities between the socialist and 
capitalist sectors But this does not mean that the volume of 
foreign trade between the two sectors must remain infinitesimal 
under all circumstances and at all times. 

The establishment of socialism withdrew the Soviet Union 
from the world market, in the sense that the laws of the capi- 
talist market could not longer apply there But the severance 
of the Soviet Union out of the world market need not have 
resulted even during the interwar years in the practical cessation 
of the exchange of commodities between the USSR and the rest 
of the world During the extremely difficult period of the re- 
construction after the civil wars, when exports could not be 
spared at all, the Soviet Government sought to encourage 
imports through commercial agreements, being willing to pay 
for them by granting concessions to foreign capitalists for the 
controlled and limited exploitation of natural resources in the 
Soviet republic ® These never developed to any important 
degree • 

• From 1921 to October 1928, 2,100 proposals for concessions were received, but 
only 178 were concluded, including 31 agreements for technical assistance Con- 
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Later, during the great strains of the socialist construction, 
consistent efforts were made to conclude trade agreements with 
the capitalist governments and to improve credit terms for 
large-scale purchases If these were not substantially forthcom- 
ing, It was due to the reigning policy m the West of political 
isolation and economic boycott of the Soviet Union This, of 
course, did not prevent the Soviet Union from carrying through 
industrialization and the mechanization of agriculture with her 
own resources The process would have been eased with the 
supplementary aid of the products of foreign industry. Many 
additional hardships were created foi the Soviet peoples by the 
economic boycott 

Virtual suspension of trade with the Soviet Union, over and 
above the “natural” economic barriers between the two systems, 
had the effect of deepening the crisis m the capitalist world 
Alexander Gerschcnkion, economic specialist of the Federal 
Reserve System, recognizes this 

Most economic problems of the twenties would have been 
capable of easier solution if Russia’s elimination had not 
torn a great gap in the network of world trade and capital 
movements Bygones are bygones, but past mistakes teach 
the lessons of today And one of the most impressive of 
these lessons is the necessity of Russia’s incorporation m 
the world economy * 

The author does not use the word “incorporation” m the old 
reactionary and interventionist sense It is very widely realized 
by now that the Soviet Union will not permit capitalist pene 
tration into the socialist economy, even to the limited extent 
that she was ready to permit it in the twenties, as the price of 
economic intercourse Gerschenkron means that postwar world 
trade and reconstruction cannot proceed successfully without 
economic as well as political collaboration with the Soviet 

cessionary agreements governing 68 enterprises employing 20,000 workers were in 
operation in 1928 Even at the height of the New Economic Policy, m 1924-1925, the 
entire share of private capital in large-scale industrial production was less than 4 
per cent Foreign capital accounted for slightly over 0 6 per cent of all assets of 
udustry in 1926-1927 
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Union He recognizes that the Soviet Union cannot and will 
not give up its government trade monopoly, which is indispen- 
sable to the maintenance of socialist planning 

In fact, he sees a certain advantage to be grained by capitalist 
industry from the Soviet trading monopoly, arising from the 
fact that the Soviet government is the onl) one in the world 
able to chart its needs well in advance and distribute its orders 
abroad for a given period Thus the Soviet trade agreement 
provides an element of stability such as no other business 
arrangement can offer To a certain extent, although not in 
volume, Soviet purchases in capitalist countries can be compared 
to wartime government orders and to peacetime government 
budgets for public works, supplying a certain element of 
stability to an economy characterizetl by instability and anarchy 
In addition, no such contradictions exist m the Soviet Union 
between government and pioduceis as may develop in capitalist 
countries between government policy and private monopolies 
Soviet trade policy is tangible — it can be decided, stated and 
tarried out unequivocally 

As for the Soviet Union, expansion of foreign trade will 
facilitate postwar reconstruction and the transition to com- 
munism In the sphere of foieign trade, one of her main 
problems is to obtain the maximum volume of imports, of a 
nature and quality meeting the requirements of the Plan for a 
given period The other mam problem is to arrange for State 
payments foi imports through expanding exports, which also 
must be allocated in accordance with the over-all Plan For this 
the Soviet Union needs time Cash payments and short-terna 
credits do not permit time to develop exports on a scale suffi- 
cient to pay foi great quantities of imports 

As in the past, Soviet purchasing missions abroad continue to 
negotiate contracts with individual concerns, and these are 
mostly of a short-term nature But the question now is quite 
different As the war in Europe drew to a close, the Soviet 
Union requested from the United States government long-term 
credits running into the billions, the only basis upon which a 
sizable foreign trade could be developed No question was raised 
in the United States about the good faith of the Soviet Union 
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m meeting its obligations Tl\e extension of government credits 
necessitated a political decision involving long-range co-opera- 
tion for peace, just as the granting of lend-lease aid during 
wartime was a political decision 

Naturally, the American capitalists, like the British, were 
torn between fear of the political effects of the approaching 
economic crisis and fear of the growing world influence of the 
Soviet Union — which will grow anyhow, whether they do or do 
not undertake large-scale trade with the Soviet Union. The 
political consideration was placed rather plainly, if crudely, by 
the professional anti-Sovieteers who demand that the United 
States should not deliberately support Soviet industrialization, 
for this would increase the strength and the danger of "Bol- 
shevism ” Thus, William H Chamberlain, among others, 
asked "Should we strengthen the economy of a country that 
IS highly militarized and that seems to be aiming at something 
close to world domination of Europe and Asia?”^ 

Such people immediately discover m every independent stir- 
ring of the peoples and in every democratic advance within the 
"borderlands” of Europe and Asia sinister manifestations of 
“Red Imperialism ” The openly expressed position of a Cham- 
berlain, the social-democrat, meiely reflects what is m the mind 
of many big capitalists But, at the same time, the latter are also 
moved by the desiie to expand their sales, particularly to a 
customer of A-i ciedit rating, and by the fear that competitors, 
such as the British, may beat them to the deal These antag- 
onisms within the imperialist groups, the conflicting feais of 
dwindling markets and Soviet influence, and the uncontrolled 
actions of separate monopolists each deciding the question for 
himself one way oi another, played their role in determining 
whether large government credits were to be extended to the 
Soviet Union 

Quite independently of how the leading capitalist countries 
may decide the question of credits, social and political changes 
proceeding in Europe and Asia tend to increase economic inter- 
change between the Soviet Union and the capitalist world 

Soviet foreigpi trade within these regions tended to increase 
even before the war, when most of the countries bordering on 
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the Soviet Union were dominated by anti-Soviet regimes. As 
the liberated countries o£ Europe remove the old barriers to 
co-operation with the Soviet Union, common policies for secu- 
rity and reconstruction replace the former hostility Economic 
co-operation becomes a vital factor in substituting for the old 
dependence upon German and other imperialisms an inde- 
pendent policy of national development In Asia as well, the 
trend to independence and the great wartime growth of Soviet 
Asia may in time favor the expansion of economic co-operation 
And as Soviet reconstruction proceeds, hand in hand with the 
further growth of the economy, the Soviet Union is able to 
increase exports, including even the means of production, 
without diversion from its own development plan 

Even before the war the long-term trend pointed towards a 
steady decrease of agricultural exports and towards an increase 
of finished industrial goods and of products in higher stages of 
processing* Industrialization had basically altered the nature 
of Soviet exports In iqig agriculture accounted for 58 per cent 
of the value of the gross output of the economy and for 74 per 
cent of exports, mostly gram By 1934, agriculture constituted 
only 27 per cent of the Soviet economy and provided only 26 
per cent of the exports It even appears possible that in the 
next generation the Soviet Union may become a gram-import- 
ing country • 

Producers’ goods began to appear among exports Such items 
as agricultural machinery, automobiles and spare parts, textile 
machinery, sewing machines, tractors and electric bulbs were 
among exports in 1937 Primary industrial materials like pig- 
iron, coal and coke, oil, asbestos, cement and fertilizer were 
also exported These exports most of them going to the Baltic 
countries and the East, were still negligible m quantity and 
amounted to a slight fraction of Soviet production. But the 
fact IS that the rising trend of such exports was already appa- 

• In 1933-1937, grains constituted only 8 per cent of exports, as compared with 
38 per cent in 1913 Lumber products, petroleum products and furs during the same 
period together provided 36 per cent of the exports Metals, machinery and equip- 
ment were less than four per cent of the total exports, although between 1929 and 
1937 exports of metals doubled and exports of machinery and equipment increased 
fivefold 
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rent, and will be increasingly pronounced in the postwar 
period, although they cannot be expected to represent more 
than a small portion of Soviet production 

The expiort of producers’ goods and of Soviet technologjy 
had begun to play a role in the industrialization of a number 
of neighboring countries of the Middle East, particularly in 
Turkey and Iran Whole textile plants, for example, were 
installed in Turkey by Soviet industry and technicians. Not 
only the influence of the Soviet achievements and general 
political policies, although these are of greatest importance, but 
also the direct assistance rendered by Soviet technology can 
be expected to increase under conditions of friendly relations 
with neighboring countries Many of the problems of develop- 
ment in Eastern Europe, involving the reform of the semi- 
feudal agrarian economy and in many instances the first steps 
towards large-scale industrialization, are similar to the technical 
problems which the Soviet Union had to solve in her own 
development Many peoples related to the nations of Soviet 
Asia inhabit the border regions, from Korea to Turkey, and 
these, too, face development problems similar to those solved 
by the Soviet peoples The gi eater autonomy of the Soviet 
Republics will favor closer economic co-operation with their 
non-socialist neighbors The Soviet Republics are now entitled 
to conclude not only diplomatic treaties but also agreements 
covering the whole lange of economic interchange with their 
neighbors 

In this respect the wartime development of the Soviet Far 
East and Central Asia will encourage the foreign trade of the 
separate Soviet nations and regions with their neighbors in 
Asia Widely dispersed within the vast region of the Soviet Far 
East, from Lake Baikal to Vladivostok, there already exists a 
highly developed heavy industry, sustained by local sources of 
fuel and strategic minerals, and capable of manufacturing a 
wide range of products, including ships, locomotives, machine 
tools, synthetic fuel, cement and airplane engines. 

Typical of the development of Soviet Central Asia, is the 
Uzbek Soviet Republic. Today, it is a thoroughly modernized 
country situated in the very heart of “backward" Asia, and 
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comparing Idvordbly with highly developed nations of similar 
population in Western Europe, such as Sweden. In ig^S, it had 
wore tractors and harvester combines in use than Germany. 
Its cotton yield is the highest m the world It not only grows 
cotton, It has its own textile industry, its own merchant marine, 
beet-sugar refineries, mechanized Hour mills, fertilizer plants, 
oil wells and refineries, extensive power and irrigation works 
It also has a base for heavy industry in steel mills and metal- 
working factories. By mid-ig42, before the even swifter wartime 
development of industry, 75 per cent of Uzbek production was 
already industrial Economically, it is the most powerful of the 
states with Islamic background of Asia or Afiica Even in 1939. 
the industrial production of Uzbekistan exceeded that of 
Turkey, Iran and Afghanistan combined, although the popula- 
tion of these countries was greater by seven times® 

As the Soviet Union breaks through the isolation into which 
she had been forced during the mterwar years, her great influ- 
ence in the bordering areas will be expressed not only in freer 
political relations among kindred peoples, but also in the inter- 
change of products and ideas The leading capitalist nations 
can no longer lay claim to dominant influence in all the non- 
socialist areas of the world They must compete with the Soviet 
Union, not in the kind of economic warfare which is typical 
of relations among themselves, but in terms of fundamental 
social and developmental concepts It is essentially a competi- 
tion of policies, no longer carried on between capitalist states 
exerting a vast preponderance of power in relation to the 
Socialist nations, but between powers which are not so un- 
equally matched, especially when one considers the homogeneity 
of the socialist system and the conflicts and contradictions 
within the capitalist sector 

A leading American specialist on Far Eastern affairs, Owen 
Lattimore, put the situation in Asia this way: 

Problems of the industrialization of China and the rest 
of Asia, now so fashionable, should be considered in the 
light of the fact that industrialization is no longer identified 
with th^ unchallenged prestige of capitalist thought The 
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prestige of Soviet industrial production has increased with 
every victory won by weapons made in Soviet factories, and 
this prestige extends to the system of production as well as 
to the things produced Along the inland frontier of Asia 
we may expect to see Soviet engineers increasingly consulted 
where formerly the only engineers consulted were European 
or American If we are politically intelligent, we shall 
expect the Soviet engineers to be consulted on the organi- 
zation and niitnagement ot production as well as the design 
of machines and the layout ol factories We may count on 
seeing, over wide areas, the partial acceptance of Marxist 
ideas and the adoption of one or another aspect of the 
Soviet system 

This picture may be a little overdrawn, particularly in its 
conception of the transfer ot Soviet methods to the semi-colonial 
regions Democratic methods are indigenous to colonial libera- 
tion movements, and they have a way of evolving their own 
forms to meet their specihc needs of development, as shown by 
the new democracy of the Communist regions in China But 
there can be no doubt that the Soviet example evokes great 
enthusiasm especially among kindred peoples, and that the 
Soviet Union is able to contribute economically to the develop- 
ment of the non-socialist nations, in its own way and in accord- 
ance with the nature and policies of its social system. This 
kind of aid, particularly since the Soviet Union respects the 
sovereignty of its neighbors, will prove very acceptable to 
nations seeking to throw off the shackles of semi-feudalism and 
of imperialist domination 

This became especially apparent in Europe as the continent 
was liberated from the Nazis The redistribution of economic 
power in Europe became one of the central problems of security 
against a resurgent German imperialism One of the essential 
steps was to reduce the industrial potential of Germany while 
increasing the industrial power of other European nations, 
esfiecially those developing on a new democratic basis The 
problem was complex enough, but it was complicated further 
by the war devastation and exhaustion of the liberated countries 
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and by Anglo-American opposition to the basic democratic 
reforms of the liberated countries 
Soviet economic co-operation, particularly in the absence of 
credit and long-range economic aid from the Western powers, 
immediately became an important factor to such countries as 
Poland, Yugoslavia and Czechoslovakia, and even to the former 
Axis satellites, Hungary', Rumania and Bulgaria The mutual 
assistance treaties between the Soviet Union and her wartime 
Allies in Europe provided for postwar economic interchange 
on the widest possible scale and for mutual aid in reconstruc- 
tion Despite her own great reconstruction needs, the Soviet 
Union spared gram and other food for the liberated peoples in 
addition to what was supplied through the United Nations 
Relief and Rehabilitation organization New trade agreements 
were concluded with the countries of eastern Europe, which 
contributed to setting their industries going again The war- 
time dcselopment of new sources of Soviet raw materials in the 
East, together with the revival of the economy of the Ukraine, 
increased the abilit) of the Soviet Union to export raw materials 
in return for finished goods At the same time, the improve- 
ment of relations with neighboring countries permitted the 
utilization of the natural trans[x>rt system of the Danube, 
connecting the Black Sea region of the USSR, which produces 
many valuable raw materials, with well industrialized Czecho- 
slovakia, as well as with Rumania, Hungary and Yugoslavia 
Aside from then pressing economic needs, the liberation 
regimes of Eastern Europe had ever) leason to expand their 
economic relations with the Soviet Union The artificial sever- 
ance of economic interchange with the USSR duiing the inter- 
war years had harmed their economies, restricting their already 
limited sphere of trade and leaving them largely at the mercy 
of the German-dominated monopolies and cartels Zdenek 
Fierlinger, Prime Minister of the Czech Provisional Govern- 
ment, for example, saw the development of trade with the 
Soviet Union as a means of escaping from the restrictive forces 
of the cartels w^hich before the war had rendered the steel and 
coal industries of his country incapable of competition abroad.** 
Another gieat inducement for the smaller countries to develop 
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close economic relations with the USSR is to avoid as much as 
possible being drawn into the diastrous economic crises of the 
capitalist world To these smaller countries the Soviet economy 
can to an important degree impart many elements of stability, 
while exclusive economic ties with the West would draw them 
deeper into a crisis. 

I'his does not necessarily imply a closed economic sphere in 
Eastern Europe, under a so<alled Soviet monopoly Such an 
outcome would be of bench t neither to the Soviet Union nor to 
the new democracies Multilateral trade holds much greater 
advantages The Soviet Union wants to broaden its economic 
interchange with the capitalist world, and especially with the 
highly developed industrial countries from which it can obtain 
machines and manufactured products The expansion of Soviet 
trade with Eastern Europe would provide a broader trade 
cycle only if the latter region were simultaneously to develop 
mutually advantageous economic relations with other nations 
of Europe and the world. There are no internal necessities, 
either of an economic or political nature, for a closed Soviet 
sphere in Eastern Europe Obviously these countries will not 
want to sacrifice their basic democratic reforms in return for 
loans and credits from Anglo-American capital But isolation 
would not be of their own choosing, and it could be imposed 
upon them only by a political and economic boycott from the 
West 



XI 1. State Capitalism^ Fascism and Democracy 


IN PRACTICALLY EVERY country there is a tendency 
towards greater state intervention in the economy This takes 
place in many forms and under a great variety of political 
conditions 

State regulation of the economy or state planning, as it is 
sometimes called, is a concept which can create only the greatest 
confusion when employed in a general and abstract manner to 
describe all systems and forms of government control without 
regard to the specific conditions prevailing in a country at a 
given time One basic distinction must be drawn immediately, 
as between state regulation or control of the economy in the 
Soviet Union and in capitalist countries 

The only country in which complete state management and 
supervision of the economy exists is the Soviet Union This is 
socialist planning, possible only in a nation which has expro- 
priated the exploiting classes and socialized all branches of the 
economy Through their Soviet state, the workers and collective 
farmers, together with the trained professional and adminis- 
trative personnel, own and supervise the whole productive 
economy State intervention, in the sense in which it is used in 
capitalist countries, has no meaning m the Soviet Union The 
state IS no longer the old state, an instrument of the exploiting 
classes, and therefore has lost completely the function of inter- 
vening in the economy on their behalf. And since the complete 
victory of socialism in industry and agriculture, the Soviet state 
has had no need to intervene against any other class. It 
regelates, supervises, rules in the interests of the whole 'people, 
which no longer consists of antagonistic classes. Socialist plan- 
ning IS an integral part of the Soviet system which cannot exist 
without It 

aso 
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The basic distinguishing feature of state regulation in a 
capitalist country, irrespective of whether this or that measure 
favors one or the other class, is that the essential relations of 
capitalist production are not disturbed As long as this is true, 
the basic anarchy of capitalist production and the class antago> 
nisms of capitalist society remain, rendering it impossible to 
have anything approaching complete regulation or planning. 
This does not mean that state intervention leaves everything 
just as It was before That is a separate matter, with which the 
rest of this chapter is concerned But as long as state regulation 
and control take place within the framework of capitalism — 
that is, without the basic revolutionary change involved in the 
abolition of capitalism — it is not socialism, nor can any of these 
measures of control be considered socialist measures It is this 
that gives meaning to the term state capitalism, which, in 
general, signifies measures of state regulation, control and inter- 
vention that proceed on the basis of capitalist relations of 
production 

During the period of the New Economic Policy (NEP) in the 
Soviet Union — from igai, the end of war communism, to 1927, 
when the First Five-Year Plan was adopted — ^various forms of 
state capitalism were encouraged by the Soviet state, at a time 
when the peasants operating on a capitalist basis still comprised 
the great majority of the population, while socialized industry 
was yet little developed. The key measures of the NEP were the 
tax in kind, which gave the peasant freedom to trade on the 
open market in his surplus product left after the tax; the leasing 
of some enterpnses to private capitalists; and the granting of 
concessions to foreign capitalists to exploit natural resources in 
exchange for manufactured goods and machinery. This meant 
a certain freedom for capitalism to develop, but under control 
of a proletarian state retaining its alliance with the peasantry, 
and still engaged in a struggle against the capitalists 

This was state capitalism, but no longer the kind of state 
capitalism existing in a capitalist country The working<lass 
state controlled it, used it to establish the conditions for socialist 
construction, and to supplement socialist industry during this 
period. The Soviet state was able to restrict state capitalism and 
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fix the limits of its development The class struggle was 
sharpened But in the end the pioletarian state and socialized 
industr) won out, inaugurated the Five-Year plans and earned 
through the collectivization of agriculture, eventually eliminat- 
ing all class exploitation and establishing socialism throughout 
the Soviet economy ^ 

With these preliminary observations, we can now turn to 
some of the main problems of the fight to consolidate the anti- 
fascist war victory and to defeat the new forces of reaction 
which came to the fore at the end of the war 

I "DILEMMA” OF LIBERALISM 

The expansionist drive of American imperialism, unfolding 
rapidly with the defeat of the Axis, raised the danger of the 
United States becoming the mam source of reaction and aggres- 
sion in the postwar world This, together with the threat of a 
catastrophic economic crisis, placed before the labor and demo- 
cratic forces of America the responsibility for halting this march 
towards reaction and for (iiidmg the most effective means of 
anti-fascist struggle 

One of the chief obstacles to this is the general confusion 
generated by the doctrines of "free enterprise” and by the 
crusade to impose the economic "freedoms” on the rest of the 
world On the one hand, thef reactionaries label every measure 
of state regulation that does not benefit the monopolies a step 
towards "totalitarianism,” towards state "tyranny” over the 
individual Even the mild nationalization proposals of the 
British Labor government are attacked as "socialism,” while 
the truly socialist measures of the Soviet Union are recklessly 
compared with the practices of the Nazi dictatorship On the 
other hand, the basic democratic reforms of the anti-fascist 
regimes of Eastern Europe, even when treated sympathetically 
are often confused with socialism, while some of the most 
elementary forms of state regulation needed to cope with the 
approaching crisis m the United States are condemned as steps 
towards fascism or socialism, depending upon the viewpoint of 
the critic and whom he wants to scare 
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These confusions are all the more harmful when they pene* 
trate into the ranks of the labor and democratic movements, 
which must employ every means and every channel of activity 
to contain, curb and obstruct the monopolies, the real source of 
fascist and aggressive tendencies And one of the most import- 
ant means for controlling the trusts, for preventing them from 
turning the country into a base for world fascism and aggres- 
sion, IS state intervention against them, which can be brought 
about only through the influence and pressure of the anti- 
fascist and democratic forces 

The fascist state represents a high level of regulation and 
control not only of the political activities of the nation but also 
of Its economic life From this the superficial conclusion is 
often drawn, even in circles which are opposed to monopoly, 
that every form of state intervention or regulation is a step 
towards ‘‘totalitarianism” — the catch-all phrase most often used 
to confuse the diametrically opposed natures of fascism and 
socialism In essence, this is a reactionary theory, although 
many middle-class liberals may succumb to it, for it is not in 
accordance with reality and it serves to obscure the fact that 
the state continues to serve the interests of monopoly capital 
also under the cloak of non-intervention 

Typical of this approach is the final report of the Temporary 
National Economic Committee, whose investigation of mono- 
poly IS the most thorough yet undertaken by any government 
agency The mam thesis of TNEC is that economic concentra- 
tion of power in the hands of a small group of monopolies has 
restricted freedom It comes to the conclusion that “large-scale 
collective enterprise [monopolies, trusts] is here to stay and that 
the decision which must be made is to fix the social and eco- 
nomic responsibilities of such enterprise in order to eliminate 
all danger of arbitrary power ”* With this there can be no 
quarrel But the pioint is how to fix the “social and economic 
responsibilities” of monopoly, how to restrict and control 
monopoly And it is at this point that the Committee cannot 
extricate itself from the horns of a dilemma which it has 
created for itself It shies away from government intervention 
and control because this would result in the “regimentation of 
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men by government” (actually, the regimentation of the men of 
trusts), which it finds just as deplorable as regimentation of 
men by monopoly. With even-handed fairness it rejects both as 
the “antithesis of liberty.” 

With the dangerous confusion typical of the period, TNEC 
sees socialism as the great menace, and makes confusion worse 
confounded by declaring its opposition to socialism “whether it 
be of the Nazi or communist variety” True, even within this 
general confusion it must concede an important difference: 
Socialism of the “communist variety” is seen as the “negation 
of the concept of private property” (to be exact, of private 
property in the means of production and distribution) On the 
other hand, the Committee understands that “the concept of 
fascism preserves the system of private property, but for only 
a part of the community, and that part much the smaller.” 
And without bothering to go more deeply into the subject, 
TNEC condemns both systems because they represent “arbi- 
trary” government power’® 

As a consequence, the final proposals of TNEC are notori- 
ously inept even for a liberal committee Aside from the wealth 
of material made available, the Committee might just as well 
not have undertaken the investigation if it hoped to produce 
anything tangible in the form of a solution. The old creed is 
shamefacedly reiterated free competition must remain as the 
principle of the economy At one place TNEC gently rebukes 
itself: “We are not wistfully wishing for the return of any 
previous period m our economic evolution ”* Elsewhere it must 
acknowledge that “the new forms of industrial organization are 
such that competition has become a vastly more difficult status 
to maintain, and the American ideal of free living for people is 
nOt nearly so easy of achievement as before organizations super- 
seded men in the economy ”® 

Harassed by fears of both fascism and socialism, neither of 
which It approves, the Committee is beset by contradictions 
on every side It must concede that corporate organization is 
here to stay and that therefore the era of free competition is a 
thing of the past But it cannot liberate itself from the old 
concept that only free competition can provide the principle of 
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a free society, while it must at the same time acknowledge that 
monopoly domination of the economy overrules the principle 
of free competition The Committee finds it incontestible that 
the growth of monopoly delimits liberty, but it rejects govern- 
ment measures against private monopoly in the name of the 
“totalitarian" danger 

This is a blind alley The result is — abdication, complete 
helplessness in the face of the growing power of the monopolies 
and the threat of fascism and aggression arising therefrom 

In the long run socialism, and only socialism, can resolve the 
contradictions of capitalism, and remove once and for all the 
source of reaction and war The better this is understood and 
the more widely it is accepted the easier it will become to resist 
and defeat the tendencies towards fascism and war. But the 
immediate question that has to be answered presents itself 
within the framework of capitalism and the bourgeois state. 
The choice is not between fascism and socialism, between fascist 
dictatorship and a proletarian state. The problem for the 
people is hoW to block and defeat the fascist forces, how to 
prevent the most reactionary and aggressive sectors of the 
imperialist bourgeoisie from turning the state into an instru- 
ment of reaction and aggression 

Facts arc stubborn things and they cannot be evaded The 
concentration of economic power is here to stay, whether in the 
form of private or state monopoly. The tendency is towards 
even greater concentration, and the general trend is towards 
the further extension of government controls, the growth of 
state capitalism It is futile to attempt to reverse this trend. 
I'he problem is to prevent the use of the state controls and 
regulations for reactionary purposes, for bolstering the position 
of the monopolies at home or aiding their expansion abroad at 
the expense of other peoples, while fighting to use existing and 
additional controls to curb the monopolies in the interests of 
the people The labor and democratic forces must view the 
state apparatus as an instrument, although not the only one, 
to be used by them to impede, hamper and curb the mono- 
polies, to restrain and destroy the tendency towards fascism. 

The state controls over the economy which have developed 
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during the past decades are not the primary cause of capitalist 
monopoly It is true that state intervention can and does 
facilitate the process of concentration, whether in the form of 
private or government monopoly But the primary source of 
capitalist monopoly is the actual concentration of production 
and centralization of ownership which proceed as a natural law 
of capitalist development, whether the ofticial state doctrine is 
free competition as in the United States or regulated competi- 
tion as m Britain And a high level of concentration facilitates 
the growth of state capitalism, for it makes it possible by a 
simple decree to place a whole industry or branch of the 
economy under direct state control 

It is this possibility, inherent in monopoly capitalism itself, 
that accounts for the herce resistance of the monopolies in 
America to government ownership and other higher forms of 
state capitalism, especially when they can have no guarantee 
except under fascism that the state apparatus will remain m 
their hands Even under the most developed form of fascism, 
under the Nazi state in Germany, measures of nationalization 
were avoided However, in Nazi Germany and also to a more 
limited degree in Britain and even less in the United States, 
the monopolies sought certain forms of state intervention on 
their behalf, to force and legalize the cartelization of the 
economy under the domination of the monopoly giants This 
tendency is accentuated during periods of crises and is relaxed 
during periods of relative stability But the tendency grows 
through the ups and downs of the economy and of world 
politics 

It is not increased government intervention in the economy 
which gives rise to fascism. The question is intervention for 
what end and on whose account The history of fascism in 
Germany and Italy shows that the fascist state is created when 
the monopoly capitalists, allying themselves with the other most 
reactionary political forces of the nation, are able to establish 
their exclusive domination over the state apparatus by defeating 
and crushing the democratic movements Through increasing 
their pressure upon the state and their influence within it, the 
labor and democratic forces can prevent the domination of the 
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State by the most reactionary predatory forces. Under condi- 
tions of great mobilization of popular forces against the threat 
of fascism it may even become possible to use the state 
apparatus of capitalism against the monopolies, reaction and 
fascism But even before such a political crisis is reached various 
forms of state action against the monopolies can be obtained 
by a democratic coalition To reject this course of action, in 
the name of a general and meaningless opposition to all state 
intervention in the economy, is to suriender beforehand to the 
trusts and to fascism 

Wartime controls have shown, even in the United States 
where the doctrine of “private enterprise” rules supreme, that 
government intervention in the economy can establish a certain 
level of regulation for a given national objective Investment, 
production, raw materials, prices, wages and foreign trade were 
supervised by the government Direct state ownership and 
investment increased greatly the capacity of the war industries, 
and particularly m those industries where monopoly would not 
of Itself increase capacity In the form ol lend-lease large 
capital-exports were made to our Allies Agencies of all kinds 
were established by government to maintain the controls These 
agencies were managed by representatives of big business, and 
operated in its interest Nevertheless, it was demonstrated 
again, as had previously been shown in the first world war and 
in the great economic crisis, that government can apply controls 
and can intervene in all phases of the economy, and can even 
make capitalists conform to a schedule 

It IS true that this relatively high level of control takes place 
only under special conditions — in times of war, of preparation 
for war or of crisis It is also true that under peacetime condi- 
tions state capitalism develops in direct proportion to the 
weakening of capitalism within the country, and that it may 
assume a reactionary or a democratic form depending upon the 
specific relation of class forces Accordingly, every measure of 
state intervention must be judged in relation to the general 
political environment as well as from the viewpoint of its 
specific objective It would be just as mistaken for the labor and 
democratic movement to support state intervention in general 
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and under all circumstances, as it would be to oppose all 
measures of state control 


*. STATE CAPITALISM AND SOCIALISM 

The growth of political reaction, the tendency towards 
fascism, IS one aspect of monopoly capitalism But simultane- 
ously, from the viewpoint of historical progress, extension of 
the corpMjrate structure of industry and finance and the accom- 
panying trend towards greater government intervention m the 
economy accumulate the elements for the complete negation of 
monopoly capitalism 

Production has become largely social, although ownership 
remains private Tremendous aggregates of production, involv- 
ing millions of workers and encompassing whole industries and 
groups of industries, are brought under centralized technical 
planning and control, although the basic anarchy of the capi- 
talist economy as a whole remains. Engineers, technicians and 
administrators in the employ of the corporations manage the 
process of production within a given industry, while the 
corporate structure, cutting across separate ownerships and 
branches of the economy, provides an intricate network of 
control The whole structure represents a level of organization 
unknown in the earlier, the free-competition stage of capitalism. 
Ownership has become largely impersonal, represented in shares 
and stocks scattered among groups of capitalists and even small 
shareholders, while a relatively small group owning a compara- 
tively small share of the stockholdings maintains actual control. 

To the extent that government ownership, nationalization 
I and various measures of state control develop in the sphere of 
trustified economy this is already an admission on the part of 
the monopoly capitalists themselves that they can no longer 
manage their vast corporate structure without the aid of the 
state The growth of the corporations, side by side with increas- 
ing state intervention, accumulate all the objective conditions 
for control of the monopolies by the nation, and their eventual 
elimination This is significant, not only from the viewpoint 
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of the eventual abolition of capitalism and the establishment of 
socialism, but also from the viewpoint of the immediate stage 
of the struggle against fascism Expropriation of the whole 
corporate structure by a socialist state is one thing, applicable 
only when the political forces which can accomplish this task 
are fully matured, and able to take power not only for the 
working class but for the people as a whole But experience 
also shows that a coalition of anti-fascist, democratic forces, 
acting for the nation, can undertake democratic measures of 
state control which will eliminate the effective centers of private 
monopoly even before the advent of socialism 

On the eve of the socialist revolution in Russia, Lenin saw 
this as a practical and immediately possible course of develop- 
ment In The Threatening Catastrophe and How to Fight It, 
written six weeks before November 7, 1917, he saw a possibility 
for effective state control over the capitalist economy by the 
revolutionary democratic forces, that is, without the dictatorship 
of the proletariat, and therefore before a socialist revolution. 

Still at war, suffering from the growing disorganization of 
transport and the whole economy, Russia was threatened with 
famine In the face of the approaching catastrophe, which 
everyone saw, the republican government established after the 
overthrow of the Tsar remained inactive, while the capitalists, 
as Lenin put it, were “deliberately and consistently sabotaging 
(damaging, stopping, wrecking, hampering) production, hoping 
that a terrible catastrophe may mean the collapse of the 
republic and democracy, of the Soviets and the proletarian and 
peasants’ unions, thus facilitating the return of a monarchy and 
the restoration of the full power of the bourgeoisie and the 
landowners 

In these circumstances, Lenin attacked the government for 
Its failure to impose measures of state control over the capi- 
talists, as a means of defending the democratic gains and 
avoiding economic catastrophe He advocated the following state 
measures* unification of all the banks and their nationalization; 
nationalization of the syndicates or monopolies, abolition of 
commercial secrets (trade agreements, patents, etc ), compulsory 
organization by the government of industrialists, employers 
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and merchants into cartels or syndicates, and the compulsory 
organization or control of consumers’ associations 

These proposals for complete state control of the economy 
were not entirely new, since some of these measures had been 
adopted in one form or another, although never completely, 
by the belligerent states in the first ivorld war It was a pro- 
gram for the establishment of complete state capitalism, that is, 
complete state control of the economy, while at the same time 
retaining the capitalist relations of production hven in the 
nationalized sector of the economy — the banks and the syndi- 
cates or monopolies — Lenin did not propose to abolish private 
ownership, since according to his plan the shares or stocks 
would still remain in the hands of the prnate owners The state 
was to run and control the institutions, with the help of the 
trade unions, without as vet abolishing private property. And 
the capitalists forced to join the cartels were to retain owner- 
ship of their properties but would be compelled to operate 
them under government and trade union control As Lenin put 
it, such a program would not take away a single kopek ftom a 
single owner But it could defeat the reaction and avoid the 
catastrophe 

At the same time, as Lenin pointed out, the realization of 
such a program would be a great step towards socialism, pro- 
vided It were put into effect by a revolutionary-democratic state, 
by which he meant a state controlled by a coalition of the 
workers and peasants Here Lenin made a distinction which is 
at the heart of the difference between the traditional Social- 
Democratic approach and the Communist approach to the 
question of state capitalism So-called evolutionary socialism, of 
the type advocated by the leaders of the British Labor Party, 
for example, views nationalization and public works undertaken 
by the capitalist state as socialist measures, as in themselves 
already establishing socialism Lenin, of course, always rejected 
this view as reformism, as having nothing in common with 
Marxism In his Threatening Catastrophe he emphasized 
throughout that what he was proposing was not socialism, but 
thorough-going democratic measures to be undertaken in a 
revolutionary democratic way Thus, in describing the measures 
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of state control adopted by Germany and the United States 
during World War I, he pointed out that these controls were 
established in a “reactionary-bureaucratic way” from above, 
while he proposed to carry them out in a “revolutionary- 
democratic way,” involving the trade unions and popular 
organizations Lenin was not referring here to socialization of 
the trusts and monopolies, possible only after the seizure of state 
power by the working class, but to measures which could be 
taken by a democratic coalition even under capitalism, when it 
IS exhausted, weakened and unable to cope with the critical 
situation Russia was in the midst of a bourgeois-democratic 
revolution which was growing into a socialist revolution, and it 
was in this light that he viewed the development of state capi- 
talism “In a truly revolutionary-democratic state, state mono- 
poly capitalism inevitably and unavoidably means progress 
towards socialism (Italics added ) 

In other words, he was not advocating state capitalism as a 
final solution, in the manner of tlie Social-Democrats, or in the 
sense of a transitional, evolutionary development of socialism 
within capitalism This must be understood, else we will be 
completely at sea In the broad historic sense, state monopoly 
capitalism is an advance because it signifies greater socialization 
of production (not of ownership) and more centralization of 
control through the state As Lenin defined it, “state monopoly 
capitalism is the fullest material [note, he underscores material] 
preparation for socialism, is its threshold, is that rung m the 
historic ladder between which rung and the one called socialism 
there are no intermediate rungs ”* This is in line with Lenin's 
general analysis of imperialism as both the highest stage of 
capitalism and the eve of the socialist revolution But in 
reality, in a specific country at a specific time, state monopoly 
capitalism before it is turned into its opposite may play a 
reactionary, even barbarously reactionary, role, as it did in 
Germany As Lenin so clearly put it, the point is: control by 
which class and in whose interests? 

“Either in the interests of the landowners and capitalists; 
then we have not a revolutionary democratic but a reactionary 
bureaucratic state, an imperialist republic, or in the interests of 
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revolutionary deinoc'acy, then this is in reality a step towards 
socialism.’’* 

State monopoly capitalism can become progressive m reality^ 
can become a step ijwards socialism, “can be made to beneht 
the vhole people” and by this token “cease to be capitalist 
monopoly” only whc ii the state is in the hands of a revolution- 
ary democratic coalii<on, when the state is not yet socialist but 
is no longer under me domination of the capitalists 

That IS the cential thought in Lenin’s iamous pamphlet. 
The measures advocated by him tor a short period between the 
bourgeois and socialist revolutions in Russia were never put 
into effect by the republican government, even in a revolution- 
ary situation, for that government never became “revolutionary 
democratic ” Measun s of state control were put into effect 
thoroughly, in a completely different manner, in a socialist way, 
by the Soviet government as si>on as it came into power 

Nevertheless, Lenin’s concept of democratic state capitalism, 
not as an end unto itself but as an instrument of a coalition of 
democratic forces, throws considerable light upon present-day 
problems It helps us distinguish between imperialist state 
capitalism, government intervention in favor of the monopolies 
and reaction, and democratic state capitalism, government inter- 
vention in favor of the people as a whole and against the 
monopolies and reaction It also helps us understand that 
d''inocratic measures of state control, such as nationalization 
cairied out by an anti-fascist coalition government, are not 
socialism, although they create new and favorable conditions 
for an advance towards socialism 


3. NEW DEMOCRACIES IN EUROPE 

Upon defeat of Nazi Germany, a new phase of democratic 
development opened in liberated Europe The vast democratic 
and socialist movements unfolding there sought to consolidate 
the anti-fascist war victory through basic democratic reforms 
which would uproot the sources of fascism in their countries 
and open the path to social progress The German capitulation 
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and the political defeat of fascism in Europe did not of them- 
selves provide assurance against a reactionary restoration. This 
assurance could be given only by the anti-fascist and democratic 
forces within each country. 

With many variations from country to country, anti-fascist 
regimes comprising a coalition of the working class, peasants 
and democratic middle class sectors came to the fore in Eastern 
and Central Europe immediately following the liberation 
Within this coalition, which was forged in the resistance, the 
working-class parties from the start played a leading role, and 
in some cases the leading role In varying degrees in different 
countries the economic and political role of the big capitalists 
and landlords was greatly diminished, in some nations on the 
verge of complete elimination 

These are not capitalist governments of the old type, nor are 
they socialist states The preceding governments of Eastern 
Europe had been essentially coalitions of big landlords and 
capitalists, sustained to a large degree by economic and political 
aid from the imperialist powers The internal base of these 
reactionary regimes had been greatly weakened by the defeat 
of fascism The German and Italian influence had also been 
largely destroyed To the extent that the fascists and colla- 
borators were purged and the resistance movement together 
with its armed forces was able to constitute itself as the new 
regime, to that extent was the old bureaucratic and reactionary 
state machine fundamentally changed The coalition govern- 
ments in most of the liberated and former satellite nations of 
Easetrn and Central Europe were no longer dominated by the 
old reactionary classes, although sectors of these classes were 
still represented in some of them and the influence of the 
reactionary groups still remained powerful in a number of 
these countries In most cases, the working class, peasant and 
democratic middle-class parties, themselves reformed and recon- 
stituted in the process of the liberation and the postwar 
reconstruction, formed the ruling coalition 

These coalitions could not and did not seek to establish 
socialism But they did seek to complete the anti-fascist, demo- 
cratic revolution within their countries, through a whole series 
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of basic democratic reforms aimed at eliminating the remnants 
of feudalism and the centers of monopoly capital, both of 
which had ser\ed as the base of the old prewar reactionary 
regimes as well as of the w'artime collaborationist governments 
In most of these countries, popular democracy prevailed for the 
first tune m their history, and the liberation-democratic front 
governments were not so much concerned with the purely 
formal aspects of democracy, which often clothes the rule of 
the reactionaries The anti-fascist and democratic forces were 
more interested in releasing and developing popular demo- 
cracy, the creative energies of the people, and in carrying 
through such political reforms as would permit the fullest 
development of the people’s forces 

In countries like Poland, Rumania, Bulgaria, Yugoslavia and 
Hungary the agrarian reform is a basic prerequisite for eliminat- 
ing the backward and retarding forces of the nation and estab- 
lishing the foundation for democratic advance And it was in 
these countries that a radical agrarian reform was soon begun, 
and, moreover, m favor of the peasantry The feudal land- 
owning class was being eliminated, removing the age-old source 
of political reaction The agrarian reform undertaken by the 
liberation governments differed radically from the limited 
leforms of the reactionary governments in these countries after 
World War I The latter were not only limited m extent, but 
placed the entire burden of the reform upon the peasant, who 
had to pay highh inflated prices to the landlord and as a conse- 
quence became burdened with debt, while he had little help or 
none from the state The big landlords retained their dominant 
position m the countryside and in the political life of the 
country 

The new agrarian reform was more thorough All the land of 
the big landlords w'as distributed among the peasants, including 
the agpricultuial workers, while peasant lands were untouched. 
The only exception that was usually made is that landlords who 
participated in the liberation struggle were permitted to retain 
a part of their holdings and received compensation for the lands 
taken from them But the land of the large proprietors guilty 
of treason or collaboration was confiscated without compensa- 
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non. The price which the peasant had to pay the state for the 
land was within his means and he was given a long period in 
which to make payments But the agrarian reform did not stop 
with the redivision of the land. The liberation governments 
undertook the responsibility of providing the peasant with the 
means of production, including agricultural machines, and 
encouraged the formation of peasant co-operatives for the 
purpose of selling farm products and purchasing manufactured 
goods for the use of the peasant Cheap government credit was 
also made availab'e to protect the peasant from usury 

In a number of countries the agrarnn reform during the first 
months of democratic lule already changed basically the post* 
tion of the peasant and altered the old class relations in the 
countryside In Hungary, for example, where the large landed 
estates were predominant throughout the country, about four 
million acres of landlord properties were confiscated and 
distributed to over a half million peasant families, agricultural 
workers and artisans The medium-sized farm, averaging about 
five acres, now predominates In Poland about two million 
persons, including the members of families, benefited directly 
from the land redistribution Such fargoing changes do not 
take place without a fierce political struggle, and they can be 
successfully maintained only through the consolidation of the 
democratic regimes As a result of the reform, which was carried 
out with the help of the peasant organizations and committees^ 
laige sectors of the peasantry have for the first time been drawn 
into political life 

Although the problems of the development of a democratic 
Germany are of a special kind, the agrarian reform is also of 
utmost importance from the viewpoint of eliminating Che 
Junker militarist influence In territories taken over by the 
Polish republic the Junker holdings were abolished But the 
large feu^l estates remaining within Germany, which next to 
the trusts provided the most important base of the aggressive 
militarist and reactionary forces, would alfo have to be 
eliminated This would not only remove one of the mails 
obstacles to democratic development within Gennany, hot 
would also help satisfy the land needs of the peasants and oE 
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the Germans repatriated from neighboring countries Towards 
the end of 1945, such a reform was already being prepared m 
Thuringia, Saxony, Mecklenburg and Brandenburg, all within 
the Soviet occupation zone In these provinces, over six million 
acres of the landed estates were scheduled for redistribution. 
Of this amount, four million acres were to be given to agricul- 
tural workers and peasants Over two million acres, comprising 
large stud and seed farms which could not be broken up, were 
to be operated by the state or by co-operative organizations.” 

As can be seen, the agrarian reforms were long overdue 
democratic measures, absolutely indispensable to the creation of 
democratic states These reforms were in no sense socialist, 
being in character no different than the agrai lan reforms carried 
out in the more advanced capitalist countiies long ago In this 
respect. Eastern Europe has done a moie complete job of 
reform than even the United States where the large plantations 
of the South, retaining many semi-feudal forms of labor, still 
persist At the same time, the twofold result of the agrarian 
reform must be appreciated On the one hand, it removed a 
major obstacle to democratic development, on the other, bv 
the redistribution of the land and aid to the small and medium 
peasant the reform recreated the basis for the growth of 
capitalism in agriculture, but under conditions of popular 
democracy and of a new relationship between industry, agri 
culture and the state Together with gov'eniment aid to the 
peasants and the retention in the main of a free market for 
agricultural pioduce, the agrarian reform provided the base 
for an alliance between the working class and the peasantry, 
the main class forces represented in the new liberation regimes 

With respect to industry, finance and raw material resources 
the new legimes of Eastern and Central Europe also undertook 
a series of basic reforms which had the double objective of 
eliminating the centers of fascist reaction and of opening the 
way to the democratic reconstruction and development of the 
nation The most important measure in this respect was the 
nationalization of key industries, mines, transport and banking 
in a number of countries As was the case with the landed 
Instates, expropriation of property took place only in the form 
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of the conhscdtion by the state of German and collaborationist 
property But the German, and in some countries also the 
Italian, penetration into the key enterprises had been so com- 
plete that conhscation of these interests ^)rould effectively 
eliminate the mam centers of monopoly capital in many regions 
of Eastern Europe 

Expropriation, however, was not a general measure applying 
to all capitalist property. Nor was it precluded in all cases that 
enemy and collaborationist property acquired in this manner 
by the state would not be shared through joint ownership with 
private capitalists and that certain state enterprises would not 
be offered to concessionaires for development Nationalization 
in Itself IS not entirely new to these countiies, where it had been 
employed even before the war to establish some state banking, 
transport and mining enterprises It is also possible that in 
some sectors of the nationalized economy, if not in a major 
portion ol It, the ownership by individuals of shares and stocks 
may not be disturbed, and in fact would be encouraged through 
the purchase of government shares and bonds for the purpose 
of raising additional development capital Also, side by side 
with the state and nationalized enterprises there existed entirely 
privately owned, non-trustified industrial and commercial 
establishments, private ownership of the land, and a more 01 
less free market As a whole, capitalist relations of production 
continued, within a mixed economy in which state enterprise 
and state regulation play a central role 
What distinguishes this development from some of the state 
measures of prewar Europe is not only the broader scope of 
the nationalization and the greater importance of state enter- 
prise in the economy, which enable the state more effectively 
to direct national reconstruction and development The chief 
distinguishing feature in these countries is that state capitalism 
was being developed at a high level by regimes in which the 
influence of the big capitalists and landlords, as classes, had 
been largely eliminated These are new democratic states, ruled 
by coalitions of popular democratic forces which are able to 
carry through nationalization and other measures of state 
capitalism in a really democratic manner, in the interests of the 
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people as a whole In this process, as m the agrarian refonn, 
the popular forces were <lrawn into full participation, through 
the greatly expanded trade unions, co-operatives, and othei 
organirations of the people 

This was not socialism, for capitalist relations of production 
still characterized these countries, nor was it the old form ol 
capitalism, for the working class played a leading role and 
democratic state capitalism was predominant. These were states 
in which the democratic, anti-fascist revolution was reaching a 
high level, and for the first time in Eastern Europe was estab- 
lishing democracy. They were characterized by the leading role 
of the working class within the anti-fascist, democratic coalition 
Democracy was being established in many of these countries 
not only for the first time, but also without the big bourgeoisie 
and the big landlords 

If this development reached a high level in Eastern and 
Central Europe, it was also a powerful trend in the West 
Here, however, although gieatly weakened by the war, mono- 
poly capital was still strongly entrenched Moreover, Anglo- 
American intervention and support sought to sustain the struc- 
ture of monopoly capitalism and to retard the anti-fascist, 
democratic movements If in France, for example, the principle 
of confiscating enemy and collaborationist property were to be 
applied, not a single major trust would remain with the “noo 
families " But even here, as in Italy, things could not remain 
at a standstill Retreat meant reaction, the full restoration of 
the power of monopoly capital over the state, and the establish- 
ment of pseudo-fascist regimes to replace the national liberation 
front governments. To advance meant to go in the direction of 
Eastern Europe, but in countries where monopoly capital was 
more highly developed, where state capitalism under control 
of a democratic coalition would result almost overnight in a 
gigantic nationalization, where the working class from the start 
plays the leading role. 

As in Eastern Europe, aisp in the West the emphasis of the 
wcMrking-class parties was not upon the establishment of 
socialism, but upon the problems of the immediate stage, upon 
basic democratic reforms which would eliminate the centers of 
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reaction and fasasm, and complete and consolidate the victory 
over fascism. Thus Maurice Thoiez, leader of the French 
Communist Party which counted over a million members and 
was the largest party m France, explained the nationalization 
proposals of the liberation front as follows 

There is absolutely nothing of socialism or communism 
in them; they are measures of a democratic type present in 
the program of the Radical Party for more than a half 
century. They are m no way measures of expropriation, 
except for the traitors They in no way create new posi- 
tions or developed bureaucracy On the contrary, effective 
nationalization of the banks, insurance companies, mines, 
of electric power and the big metallurgical plants would 
permit considerable reduction of the number of function- 
aries in the apparatus of control They would permit the 
rationalization of methods of organization, of administra- 
tion, of management of the enterprises, and would free 
new forces of labor ** 

Thorez also pointed out that the democratic forces of France 
would not accept a fake nationalization program, a “caricature 
of nationalization,’’ such as was already carried out with the 
mines of the Nord and Pas de Calais The nationalization of 
these mines, which were a part of the vast coal and steel net- 
work controlled by the biggest trusts, actually favored the mine- 
owners at the expense of the miners and the people. For what 
bad happened was that the ^vernment had taken over the 
responsibility for running the mines under great difficulties, 
while the owners were assured of a handsome profit in the form 
of royalties calculated on the basis of their returns during the 
best prewar years The mineowners accepted this solution 
ceaddy, for they were afraid of democratic nationalization 
which would have expropriated the fascist collaborators and 
involved the miners themselves in the management and running 
of the mines. 

If in France, monopoly capital, although considerably 
weakened, had been able to maintain its positions even after 
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the liberation, this was of course even more true of Britain in 
the first postwar period However, the general trend of 
European development was reflected also in England where 
the first postwar elections resulted in a clear-cut majority in 
Parliament for the Labor Party This party took power in a 
government which had already developed a comparatively high 
level of state capitalism The Labor Party program called for 
extending these measures even further, including nationaliza- 
tion of the Bank of England, of the coal and steel industries 
and of transport, as a means of renovating the British economy 
and halting the economic decline However, while reflecting the 
same popular trends in Britain as existed on the continent, the 
Labor Party victory did not result in a government of a popular 
democratic coalition type, such as existed in Eastern Europe It 
IS true that the building up of the mass trade unions during the 
war had led to some important changes in the leadership of the 
trade union movement, but this was as yet little reflected m the 
leadership of the Labor Party and the Labor Government, 
which remained as of old The traditional opportunism and 
pro-im penal ist nature of the core of the Labor Party leader- 
ship, which continued to seek alliances with the still powerful 
monopoly and Tory forces, w'as a major obstacle to the realiza- 
tion even of a democratic reform program, let alone the 
grandiose plans for "establishing socialism ” 

This was reflected not only in the continuation of the Tory 
foreign and colonial polics, but also in the was the Labor 
Government set about realizing its domestic electoral progfram 
This is illustrated in the first nationalization measure pertain- 
ing to the Bank of England Like the nationalization of the 
French coal mines, the measure svas of greatest benefit to the 
entrenched interests Things svere to remain much as they were 
before, with the exception that the stock of the bank would be 
held by the Treasury Not onh was compensation for the stock- 
holders “vers fairly assessed” on the testimony of the highest 
financial circles, but they would continue to receive the same 
income as for moie than twcnts years past, writh the guarantee 
of the Slate behind it The Government now had the right to 
appoint the managers and directors of the Bank, and issue 
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instructions to it, but the latter was also true previously, and 
the old leadership was to be reappointed. Under the circum- 
stances, leading hnancial circles on both sides of the Atlantic 
found little to criticize in the measure. The Economist of 
London, professing great relief, put the key question and gave 
the reply 

The basic question remains. Why do the government 
think It worthwhile to introduce a Bill in which any real 
substance has been so carefully whittled away? One 
must conclude that the Bill is a symbolic sacrifice on the 
altar of Party doctrine and that it is not intended to make 
contact with reality at any point It will do very little harm 
— at least in present conditions 

Nevertheless, the reactionaries were not entirely satisfied, 
for nationalization, no matter how defective from the demo- 
cratic viewpoint always holds forth the possibility of eventually 
being transformed into an effective instrument by a more 
representative state Behind the Labor Party leadership stood 
a potential coalition of popular forces Although unorganized 
as such and operating outside as well as inside Labor Party 
ranks, these forces had made possible the election of the Lalmr 
Government, their pressure could still bring about significa.qt 
■changes in the leadership of the Labor Government and m the 
nature of its program The Labor Party had merely taken ovpr 
imperialist state capitalism, and continued to run things very 
much in the old fashion But this could do little to solve the 
many and complex problems of Biitain and the British people. 
Imperialist state capitalism would have to be transformed into 
democratic state capitalism by the working class and popular 
forces, in their advance to socialism, before any worthwhile 
progress could be made in halting the economic decline of 
England, in a progressive alteration of the relations between 
the mother country and the colonies, and in bringing about a 
radical departure from the Tory position in the field of foreign 
policy 
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IN THt FIRST months after the defeat of the Axis, new 
symptoms of war danger appeared Under the strain of multiple 
postwar problems, the victorious Coalition showed signs of 
falling apart The principle of Big Power unanimity was 
seriously endangered as Britain and the United States tended 
towards a political combination against the Soviet Union 

Looking back over the past three decades the postwar 
instability and flux can be seen as a continuation, in greatly 
aggravated form, of the basic crisis which has beset world 
capitalism since the first global conflict The outstanding 
characteristic of this whole penod is the continuous develop- 
ment’ and stability of socialism in the Soviet Union as compared 
virith the basic instability and unevenness of capitalist develop- 
ment. 

At no time since World War I was it possible to overcome a 
crisis without at the same time prepanng or uncovering another, 
either in the economic or political spheres. We haVe been living 
in a state of permanent crisis for the past quarter-century. This 
crisis of a whole system, relieved now and then by short periods 
bf relative stability in this or that country, was punctuated by 
World War II. The global conflict has provided no final solu- 
tion to the standing crisis of world capitalism But it has altered 
considerably the conditions udder which it continues to grow 
and deepen. 

The postwar phase of the crisis is compounded of many 
separate crises and conflicts. An attempt is made in this book to 
ddfine certain basic changes and tendencies accelerated or set 
Ibose by the war that provided the framework of the world crisis 
Sn its present stage. These changes are still in process, them- 
selves stimulating further transformations, and some can be 
' perceived only in their barest beginnings. 

This IS above all a period of great change and conflict, of 

aya 
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sharp struggle between those forces which seek to diag the 
world backwards and those which strive to lead it forward The 
struggle proceeds simultaneously along many lines, and on 
different planes, and ir assumes multiple foiins The postwar 
world dehes all attempts at oversimplihcalion or schematicism. 

It IS comparatively simple, for example, to present the world 
crisis as a cleavage between the socialist and capitalist powers, 
with all that this implies in the way of inevitable war between 
them. This may suit those who seek to form a new Axis against 
the Soviet Union, and for whom the theme of the inevitability 
of war serves as a pretext for preparing war But this schematic 
picture does not portray the realities of world development 
The Hitler Axis was built on the theme of the inevitability of 
capitalist war against siKialism, and it miscarried Its leaders 
failed to appreciate the basic disunity and instability of mono- 
poly capitalism, and the essential unity and stability of social- 
ism They mistook their own temporary ascendancy, acquired 
by stifling whole nations, for the future of the world, whereas 
they embodied everything retrogressive and decadent in their 
own system 

Fascism itself is the symptom of extreme capitalist crisis, the 
specific state form under which monopoly capital in German) 
and a number of other countries sought to resolve by force and 
at the expense of the people the inner contradictions of the 
social system Far from making possible a uniform capitalist 
front against the Soviet Union, the coming to power of fascism 
in some countries accentuated the antagonisms among the 
capitalist nations The inner conflicts of the capitalist world — 
within nations and between them — outweighed the tendenev 
towards a common fiont of the ruling classes against socialism, 
even before the anti-Soviet ideologists realired it When war 
finally did burst forth it came iti the lar East in the form of an 
attack by Japan upon the colonial preserves of the other im- 
perialist powers, and in Europe in its initial stage as a conflict 
among the capitalist powers themselves This was a dramatic 
expression of the uncontrollable contradictions inherent in 
capitalism, of the inability — n^v, the impossibility — of its reac- 
tionary statesmen to marshal )vqrld forces for a given end 
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The evidence of history shows that moribund ruling classes 
usually overe^tlmate their own strength and underrate the 
power of their progressive antagonists The fascist imperialists 
of Germany made this mistake As they went down in defeat 
others among the victors immediately supplied evidence of the 
same arrogant blindness, notwithstanding the proof supplied by 
the war of great Soviet strength, and the new democratic wave 
stimulated by the war m many capitalist and colonial countries 

If additional evidence was required, the war has shown that 
socialism is firmly established as the advanced stage of historic 
development Its intrinsic strength, even under the most adverse 
conditions, was demonstrated in the greatest test to which any 
system can be subjected The Soviet system displayed un- 
paralleled solidity, and also flexibility, iii the supreme test 
When at the end of the war Stalin declared that the Soyiet state 
and the socialist system had emerged fiom the conflict stronger 
than before, he stated, without exaggeration or bragging, the 
most significant fact of contemporary history 

Socialism provides a type of stability hitheito unknown It 
has inexhaustible dynamism and the capacity for development 
at a great tempo, without class conflict and in accoidance witli 
Its own laws of evolution Knowledge and niasteiy of these 
laws, which provide the essence of planned development, have 
produced the first truly man-made social system The day 
when socialism was seen only as an inspiring and brilliant effort 
at social revolution, as another “storming of the heavens” in the 
style of the Pans Commune is long since past Socialism is a 
victorious “storming of the heavens.” brilliant not only in the 
initial revolutionary phase but also in its evolution as an estab- 
lished social system, which continues to evolve in the midst of 
a capitalist world 

During the quarter century in which the Soviet Union has 
lived m an hostile environment, the danger from the outside 
has increased the tempo of socialist construction, has sped the 
maturing of socialism as an efficient and vigorous organism 
Under pressure of war, in the vast reaches of the Soviet Union 
unoccupied by the invader, socialist development was accelerated 
at an even greater tempo, and was adapted to the needs of 
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defense Also after the war, new pressures against the USSR 
far from intimidating the Soviet peoples heighten their deter- 
mination to hasten reconstruction, increase the pace of develop- 
ment, and strengthen the unity of the socialist nations 
The source of the postwar crisis cannot be found in the Soviet 
Union, which demonstrates a remarkable stability, nor can it 
be ascribed to the contrast between the socialist and capitalist 
systems The stronger position of the Soviet Union has the 
effect of deepening the basic crisis within capitalism, not because 
of the imagined expansionist aims of the USSR, but because it 
has become more difficult for the imperialist powers to find a 
way out of the crisis at the expense of the Soviet Union Certain 
statesmen, of course, do not give up the attempt to solve the 
accumulated and complex problems of their system by preparing 
war against the Soviet Union Their recklessness is born of 
myopic faith in the atom-bomb monopoly and failure to appre- 
ciate either the real depth of the capitalist crisis or the full 
potential of the Soviet system Although these efforts may at 
first give the appearance of smoothing ovei inner antagonisms 
— as between Britain and the United States, for example — they 
at the same time accentuate the very contradictions which these 
anti-Soviet leaders hope to eliminate by war. 

Viewing the postwar world from the comparatively pros- 
perous United States tends to create illusions and to distort the 
vision The United States, which suffered least m the war and 
gamed much from it, has become the mainstay of world 
monopoly capitalism But it assumes this role when world 
capitalism as a whole has been greatly weakened, and when its 
fundamental crisis has become sharoei and more universal 
All Europe today stands at the crossroads of social change. In 
Germany, the backbone of monopoly capitalism on the conti- 
nent has been broken In Eastern Europe, the new democracies 
have taken the first major steps towards permanently eliminat- 
ing the big landlords and capitalists from political life In 
France and Italy, monopoly capitalism is m a precarious posi- 
tion, seeking to muster leaction at home and abroad against the 
great working class and anti-fascist movement which has 
gathered in these countries Spain, the last stronghold of fascist 
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power in Europe, is on the verge of a new upheaval Greece^ 
twice-enslaved in a decade, is a volcanic island in the stormy 
ocean of Europe 

Throughout the Middle East and Asia, colonial and semi- 
dependent peoples are in motion against impel lalist rule. Whole 
colonial empires hang in the balance It would indeed be one 
of the finest ironies of history if the Indian people, by gaming 
their own independence, were to relieve the British working 
class of Its greatest impediment, its thinly spread share of 
uilonial loot, and enable the workers to bring real socialism to 
England. And it would be equally beneficial for the American 
workers if the present democratic and Communist movement in 
China were to sweep aside the feudal refuge of centuries and 
save China from becoming monopolized by American capital 
Even the oligarchy of Japan, sustained by MacArthur, rules 
uneasily over a people stirred by democratic currents. 

The decline of the British Empire, given greater impetus by 
the war, is m itself sufficient to produce a world crisis So vast a 
conglomeration, convulsed from within and battered from 
without, can hardly reach this advanced stage of decay without 
further unsettling all world relations A British ruling class, 
accustomed to centuries of world power, today finds itself in the 
undignified posture of begging dollars and political sustenance 
from billionaire America, in return for which it offers the know- 
how of world domination and somewhat easier access to its own 
uncertain preserves. But the demise of an Empire cannot be 
arranged over the banker’s till. 

It is, indeed, a world capitalism shaken to its foundations and 
torn by innumerable inner conflicts, that the United States is 
now called upon to stabilize Whole continents must be fed. If 
the world system is to be restored even to the edge of capitalist 
stability on its old foundations, American economic and military 
power must seek to sustain the old ruling classes in a dozen 
leading countries simultaneously. It must attempt either to 
bolster those ppwers seeking directly to stem the collapse of the 
colonial system or itself undertake the task. It must be active 
on all continents, for the crisis is universal. It must clash every- 
where with the social forces of progressive change. 
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A reactionary restoration on a world scale, no less, is the 
demand placed upon American imperialism as it reaches the 
pinnacle of power Its great monopolists, concerned with the 
ever more difficult task of finding profitable investment for their 
great accumulations of capital and with extending their corpo- 
rate structures into the four comers of the world, cannot remain 
for long oblivious to the call of destiny Billions of surplus 
Capital and arsenals of atom bombs are at their command. The 
one might be used to blast awa) the specter of a profitless 
world, while the other could be employed at least partially in 
another big wartime boom to hold oil the approaching eco- 
nomic crisis of overproduction at a time when most of the 
world will still be suffering from severe underproduction 

Here lies the danger to the peace Monopoly capitalism in 
crisis will produce an aggressor But the general crisis now 
deepening also produces new fassures and upheavals, and radical 
realignments of nations and classes While the United States 
has become the pivot of world capitalism, the scope of world 
capitalism has become more limited, and tends progressively to 
become more restricted 

Prophecies of doom have become quite fashionable m this 
atomic eia, and there is no intention here to add still another 
gloomy forecast It is true that the great productive powers 
developed by capitalism are increasingly empolyed for ever 
more destructive ends Atomic energy, which can be turned to 
the reconstruction of a war-weary and poverty-stricken world, 
makes its first appearance in the form of a weapon of immeasur- 
able destructive power 

However, it is not the caliber, but the politics of a weapon 
which IS decisive, in a period when science is universal and! 
tends to be equal among all leading countries. The destructive 
power stored away in the atom-boms of the United States is no 
match for the forward movement of nations to socialism, which 
is the future of America as it is of the world Through whatewr 
stages nations must pass along this road, the movement itself 
cannot be atomized. The transmutation of metals by fission of 
the atom has its human parallel in the transmutation of capitalr 
ism into a higher, the socialist form of society 
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The Seizure of German Patents by American 
British Monopolies 

BY 

M. Rubinstein* 

IT IS COMMON KNOWLEDGE that American and British 
firms have, among their other acquisitions in the way of re- 
parations, secured an enormous number of patents in Germany 
However, in order to appreciate fully the value and significance 
of this particular reparations item, it may be in place briefly to 
review the role patents play in world economics 

Under present-day capitalism patent rights are a powerful 
instrument in the hands of monopolies By regulating the use 
of their patents, the trusts can dictate prices, divide up markets 
and determine technical policy for entire branches of industry. 
In many cases possession of particularly important and valuable 
patents has served as the basis for the conclusion of inter- 
national cartel agreements 

Before the second world war major American, British and 
German trusts held hundreds of thousands of patents The 
bulk of these was ne\er put to use, being employed merely as 
a means of bringing pressure to bear on competitors. 

International patent agreements and the so-called patent 
pools provided the monopolies participating in them with 
enormous research data and reserves of accumulated technical 
experience incorporated in patented formulas and designs It 
should be observed, however, that these international patent 
pools, which were particularly prevalent in the chemical and 
electrical equipment industries, did not as a rule promote 
technical progress, but on the contrary served to retard it and 
hindered the industrial development of backward countries. 
Monopolies very frequently make use of patents to raise prices, 

• This article appeared in New 7 ime^ Moscow, 14th February, 1947 and is re- 
printed as an appendix to the present edition of this hook It reveals in concrete 
terms how the powerful American and British Monopoly trusts are once again 
trying to-day to spread their tentacles over Germany and through it, over Europe, 
•nd thereby desperately fighting to recover their lost world-dominion 
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rob the consumer, swell the prohts of big industry, and limit 
competition. 

In the period preceding World Wai II, when powerful 
American monopoly trusts sought to leach agTeemeni with 
Hitlerite Germany on the partition of world markets, intei- 
national patent agreements facilitated Gcrman\’s rearinainent 
and put a brake on preparedness m the Allied countries A case 
in point IS provided by such highly important patents as those 
covering production processes for ssnthetic lubbei, aluminium, 
magnesium, tungsten and other vital strategic materi.ils The 
patent agreements reached by the Standard Oil Co of New 
Jersey, the American du Pont chemical trust and the British 
Imperial Chemical Industries with the I G Farbemndustrie — 
that German chemical octopus, whose tentacles reached to .ill 
parts of the globe — served Hitlerite Germany in good stead 

This fact IS recorded in numerous official documents of the 
United. States Department of Justice and of various Senate and 
House committees which have investigated activities of trusts 
directed against the country's war effort 

A typical example of such activity is the patent agreement 
concerning tetracene which existed between the American 
Remington Arms Company, a du Pont subsidiary, and the I G 
Farbemndustrie Tetracene is an improved detonator explosive 
used in place of fulminate of mercury m making cartridge 
primers for small arms ammunition Invented in Germany in 
the 1920’s It was immediately patented in all countries In 
1929 the Germans sold the patent to Remington for a small 
cash payment and royalties on sales It was stipulated in the 
agreement that Remington Arms would not have the right to 
sell ammunition with tetracene detonators outside the United 
States 

Faithfully adhering to this agreement, the Remington Arms 
Company even in 1941 substituted the less efficient fulminate 
of mercury for tetracene in the ammunition it exported to 
Britain and Canada Nor is that all, the Hitlerites continued 
to receive from the Remington Arms Company detailed infor- 
mation on ammunition sold to the United States government, 
so that the royalties due I G Farbemndustrie could be 
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I’fxnputed And the royalties from the sale of ammunition by 
the Remington Arms Company to the United States army fm: 
use against the Wehrmacht were taken over by the United 
States Alien Property Custodian for transfer to the German firm 
after the war 

William Bennett, American student of the patent system, 
who reports this astounding fact, makes the modest comment 
that monopoly profit interests do not coincide with the national 
interest 

Very many similar examples could })e cited After the war 
broke out in Europe, the 1 G Farbenindustne turned over 
some g,ooo of its patents to the Standard Oil Company of New 
Jersey “for safekeeping *’ This was done in order to avert their 
confiscation by the United States government and with a view 
to collecting its share of American war industry profits after 
the war 

Patent agreements entered into by American monopolies also 
helped arm Japan Thus, on the eve of the war the Universal 
Oil Products Co , itself a huge "patent factory" typical of 
mixlern capitalism, sold a Japanese firm, the Japan Gasoline 
Company, licenses to employ the latest cracking processes 
Subsequently an agreement was concluded granting the 
Japanese licenses on patented processes for producing iso-octane 
and loo-octane gasoline for the air force In 1940 Americans 
acted as consulting engineers on the construction of iso-octane 
installations in Japan The Japanese, moreover, were supplied 
technical information on the production of loo-octane gasoline 
before other American firms. 

Such are the policies of the patent>holding monopolies, 
which in Britain have been aptly dubbed “patriots Ltd.” 

* • * * 

The pre-war patent contracts concluded by the monthly 
interests of various countries — American, British and Getman 
in the first place — ^provided for the revival of these agremaOnts 
and the international cartel alignments based on them as soon 
as hostilities ceased. 

' Naturally enough, hpvrcver, the was* brought a radical change 
in the relation of forces, and itoierican monopolies are now 
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trying to take advantage of the situation to seize German 
patents Moreover, they enjoy the energetic support of the 
state apparatus and of the American occupation authorities in 
Germany 

One tan readily understand why the German monopolies, 
which have been preserved in the American and British zones 
of occupation, contrary to the Berlin Conference decisions, are, 
under the circumstances described, prepared to transfer their 
patents to their Biitish and American cartel associates 

Early m 1^45 before the war was over, representatives of 
leading American trusts and technical experts wearing militaiy 
uniform entered Western Germany’s industrial centres hot on 
the heels of the forward elements of the American army, 
primarily with the object of uncovering the repositories where 
German patents weie kept After the war ended the search for 
patents was systematized and organized on a large scale 

A special office called Field Information Agency, Technical, 
directly subordinated to General Clay, was set up at the 
American military government headquarters in Frankfurt This 
office has a special “Technical Intelligence Branch,” staffed by 
a laige number of technical experts and microfilm operators 
In the United States, there is the OfiBcc of the Publication 
Board of the Depaitment of Commerce, with duties, according 
to Piesident Truman’s Executive Order No. 9604, including 
the collection of information on scientific and technical 
improvements, inventions, etc , in enemy countries and liberated 
areas This office keeps the above-mentioned bodies of the 
occupation authorities informed on the needs and require- 
ments of American industry 

John C Green, Executive Secretary of the Office of the 
Publication Board, writing in the journal of the American 
Chemical Society, describes the methods used to obtain patents 
in Germany as follows 

A team of specialized technicians, accompanied by qualified 
German researchers and engineers who have been checked on by 
the military authorities, visits a research institute, laboratory or 
factory, makes a thorough study of the technological process or 
research program, and makes inquiry as to what technical or 
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scientific improvements or inventions have been developed 
there over a lengthy period of time. Then, with the assistance 
of German personnel, all material that may be of value to 
American industry is selected from the technical specihcdtions. 
patents, patent applications, archives, scientific and technical 
journals, dissertations, etc After this a team of German micro- 
film operators, working under American supervision, records 
all the selected data on microfilm, while the original (screen- 
ing) team moves on to the next institution or enterprise The 
microfilm is processed in Frankfurt, indexed according to a 
carefully worked-out system, and shipped to the United States 
By last autumn microfilms had been made of approximately 
3,500,000 of the 3,500,000,000 pages of technical documents 
selected by team like the above and containing information of 
value to American industry. 

John C Green reports further* 

“Among the storehouses of data recently discovered by our 
screening teams and currently being microfilmed in Germany 
are all the valuable inventions on which the I G Farben- 
industne had filed or were preparing to file patent applica- 
tions in the German Patent Office” 

Green observes with good reason that “obviously this is 
reparations in its most productive sense ” 

Although the author of the article cited above goes on to 
claim that this is not a “selfish operation for the benefit of the 
United States alone,” inasmuch as all this information will 
allegedly be made available to citizens of all friendly nations, 
actually the German patents become the property of the 
interested American monopolies. 

According to the foreign press, an agp’eement was concluded 
between the United States and Britain at the end of last year 
providing for an exchange of scientific and technical data 
obtained in Germany, including the exchange of microfilms of 
scientific and technical records. 

This agreement is in full conformity with the agreement 
signed in New York on December a, 1946, on the economic 
merger of the American and British zones of occupation in 
Germany, which gives British and American monopolies owner- 
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ship or control of a large part of German industry. If we bear 
in mind that the leading American and British monopolies 
(particularly in various branches of the chemical industry) have 
long been linked by patent agreements and pools, it will be 
clear that the agreements concluded between the governments 
do no more than legalize and confirm a state of affairs that 
already exists 

The Office of the Publication Board of the United States 
Department of Commerce, mentioned above, is not only engaged 
in the extraction of patents, designs, chemical formulas, etc 
It also organizes on a large scale the despatch of researchers and 
skilled engineers employed by industrial trusts to Germany to 
obtain firsthand information on the operation of kindred 
German industries People sent on these missions visit the 
principal plants and research laboratories of any given industry, 
collect technial data and compile detailed findings Then they 
return to their regular employment, their firm paying all the 
expenses of the trip The purpose is to assimilate German 
technical experience With the same end in view, unique 
industrial equipment and materials of technical interest to 
American industry are being shipped to the United States 
The War and Navy Departments arrange exhibits of such 
equipment and place it at the disposal of interested firms for 
detailed study and tests 

Finally, for the same purpose, German scientists are being 
shipped to the United States Last autumn there were more 
than 250 German scientists in America, who had been brought 
over to work on military projects According to a joint state- 
ment of the State, War and Navy Departments, it has been 
decided to bring 1,000 German and Austrian scientists to the 
United States, primarily to aid the army and navy research 
programs Upon completion of their military assignments, some 
of these scientists may be made available for work in industry 
In addition, industrial fiims may, on their own initiative, bring 
in from Germany additional research workers, over and above 
this 1,000 After the scientists thus brought in have been 
screened for “loyalty to the United States” they may apply for 
American citizenship 
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These methods of assimilating German scientihc and techni 
cal experience are an essential corollary to the seizure of 
German patents, tor at tlie modern level of technology, the 
application of patents is often possible only if combined with 
practical expeiience, with what the Americans call “know-how” 
Without this knowledge a patent may prove to be dead capital. 

The patent extraction operations described above have been 
conducted on so vast a scale that the loreign press credits the 
American and British authorities with seizing some 2(X),ooo 
German patents It is difficult, of course, to assess their value, 
since many ol the inventions have not yet been tested on an 
industrial scale There is no doubt, however, that it runs into 
many billions of dollars It has been reported, for example, 
that certain American firms have offered tens of millions of 
dollars for the seciet of one patented production process 

Besides the patents which have been brought over from 
Gennany, the Office of the Alien Property Custodian, which 
was abolished last autumn, controlled 45000 patents and some 
5(X),ooo copyrights, not to mention other valuable technical 
documents that belonged to German (and Japanese) nationals 
residing in the United States 

Thus the most cherished industiial seciets, and the problems 
of production technicjue connected with them, lorm one of the 
1 idlest iTiilitars trophies victors have ever gained Commenting 
on the report ol the joint Anglo-American commission dealing 
with the seizuie of German inventions and technical improve- 
ments, the London Netvs Chronicle wrote that “the value of 
the scientific knowledge and ‘know-how’ obtained cannot be 
fully measured ” 

It IS obvious that the utilization of German inventions and 
scientific discoveries may net American industrialists returns 
running into millions, perhaps even thousands of millions, of 
dollars 

Possession of German patents by American and British 
monopolies signifies a further growth of their strength and the 
consolidation of their domination in revived or newly formed 
international cartels At the same time it not only fails to 
weaken, but, on the contrary, tends to strengthen their ties 
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With the German concerns, which (for the time being at least) 
play the pait of “junior partners” 

The data cited above leads one to these conclusions 
Although the United States and Britain have up to the 
present refrained from naming the exact sum of their repara- 
tions claims on Germany, they have been extracting reparations 
in the most diverse forms from the very beginning of the 
occupation For one thing, enormous assets are being seized in 
the shape ol German patents, while the press bandies rumours 
about a possible waiving of all reparations claims 
These assets pass into the hands of British and American 
monopolies, which thus become the chief recipients of repara- 
tions These monopolies — which, far from incurring any losses 
from the war, actually made enormous profits on war contracts 
— are now out to pile up more profits on reparations. 
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